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Anadis Limited
ANNUAL REPORT 2006

HIGHLIGHTS:
* Travelan

o
o

o ¢ ©

+ EV-71
o
o
o

Available Nationally

Receives “Green Light” for sales into the US market - distribution
negotiations well under way

Canadian Distributor Appointed

African Distributor Appointed

Declared safe for use by international athietes.

Potential as a therapeutic for Inflammatory Bowel Disease
in commercialisation phase

Cattle vaccines receives regulatory approvals
Commercialisation scale up of antibodies underway
Distribution negotiations in progress

¢ Anadis receives $973k grant for work on DPT (Decoy

Profiling Technologies)
* Anthrax Lethal Toxin 100% Neutralised by Anadis Antibodies.
* Raises antibodies against Ricin and Botulisum
+ Influenza expert appointed to Scientific Advisory Panel

* Anadis working to combat antibiotic resistant hospital “Super-Bugs”

+  “Aussie Bodies” signs new 2 year manufacturing contract

Anadis -
Delivering On

The Promise Of Biotechnology
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Chairman’s Report

Dear Shareholders,

The year 1o 30 June 2006 has been one of continued investment and expansion in the commercialisation of our
lead rechnodogies. Your cormpany continues to invest heavily in the lead prodacts Travelan Clravellers Diarrhoea
preventative), and EV-71 (Enterovirus 71 preventative), the latter scheduled for
launch mid 2007, Both products are based on Anadis’ unique technologies for
producing hyperimmune colostrum.

Anadis has, since yvear end, entered into an agreement for overseas distribution
of Travelan in South Africa, and is poised to sign agreements in Canada and

the USA. We have worked with these international distributors to improve the
packaging and look forward 1o beginning the international expansion of this
unique and effective product.

Importantly the expansion in the area of commercialisation has not been ata
cost to our research programs. Additional clinical indications for Travelan are
to be explored, potentially adding value to an existing product. Anadis was alsc

successful in securing a research grant for approximately $1 million.

Our Respiratory work and Bio-Defense research experienced significant

levels of achievement with promising outcomes, in particular the expansion

of the Respiratory program ww in the area of Influenza. T aid this effort, an
internationally recognised influenza expert, Assoe. Professor Lorena Brown, has
been appuointed to our Scientific Advisory panel.

Our toll manufacturing division recently renewetd our contract 1o manufacture the majority of Aussie Bodies
products for a further two years, We have also obtained new clients for our operations, increasing through put
and further utilizing our small scale freeze drying capabilities for specialry produces.

The company completed a successful capital raising in June this year accumulating approximately $1.7 mitlion
from existing and new; institutional and professional investors. Significantly the major contributor was an exisiing
sharcholder.

The year 1o 30 June 2006 has provided a significant challenge o the biotechnology sector and we believe the
steps we have aken will resultin the furure suceess of your company.

I thank Conor Graham, our CEO, for his work during the year. Conor has an excellent team around him, cach of
whom makes 4 contribution to the success of Anadis. Finally, thanks to my feltow directors for their continuing
advice.

Philip Molyneux
Chairman
26 September 2006




CEO's Report

Dear Shareholders

The 200506 financial yedr was one of strong progress in our efforts in both our R&D programme and the
commercialisation and marketing of products emerging from these research efforts. We have also actively sought
to balster and expand the scope of our toll manufacturing base, seeking
additional and diverse opportunities.

Your company's research portfolio is based on a well defined and solid
technology platform, targeting naturally sourced antibadies 1o be utilised
across a wide range of applications, from therapeutics, to functional
fuod, and even defensive military applications. All our research and
development projects are beinyg advanced ar the lastest possible rate,
given the constraines for a company of our size.

Of significant development this year, it is believed that our Travelan
product has potential as a treatment of other gastrointestinal conditions,
in the area of IBD (Inflammatory Bowel Disease) and 185 (Irritable
Bowel Syndrome). As a consequence of this, we are now commencing a
pilot study into this potential new use for Travelan, which presents the
pussibility for an additional large, international market for a product
which is already peemitted 1o be sokl in many markets around the world,
including the US,

We continue (o pursue additional international markets for Travelan going forward, and anticipate successes in
this endeavor as we broaden our marketing efforts on both a regional and country by country basis. Evidence of
these efforts are akready visible in markets including the US, Canada and the African Continent. During the latcer
hall of the 2006/07 financial vear we are targeting to have a preventative product against Enterovirus 71 ready for
market launch. Although it is a substaitial task in terms of manufaceuring, regulatory compliance and marketing
1o achieve this time frame, we belicve this to be achicvable and are pushing ahead vigorously to make this a
reality.

Cur toll manufacturing continues to provide significant cash contribution to support our research and
commercialisation efforts, and provide in-house expertise on product manufacturing scale-up for Anadis” own
products.

The solid work accomplished during the 200506 financial year puts your company in a strong position for further
advances across our research and development, product commercialisation and toll manufacturing cffons,

{ would like 10 1ake this opportunity to thank the loval band of exceutives and stalf who contribute, over and
above the call of dury, 1 realise the potental of the Anadis vision.

1

Conor Graham
CEO & Managing Director




Board of Directors

Pictured fram feft to right:

Roman Zwolenski

Professor Roy Robins-Browne

Dr Peter fenkins

Philip Melyneux

Arie Nudel

Conor Graham

Philip Molyneux BEcon FCA

Chairman & Non Executive Director Chartered accountant - professional experience in excess of 30 years.
Formier Pariner of Bmst & Young.

Experienced in public company accountability, finance and corporate governance,

Dircctor of a number of listed public companies for over 10 vears.

Also involved with a number of not-forprofic organisations.

Conor Graham

Managing Director & CEO

Extensive background in both the management of bioscience companies and in the development
and marketing of bioscience related products.

Dr Peter Jenkins MBBS FRACP

Non Exceulive Director

Consuliant Physician & Gasuroenterologist.

Director of listed and unlisted public biotechnology companics and experience in the management of
gastrointestinal diseases and the challenges facing biotech companies.
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Professor Roy Robins-Browne M3 BCh Phl) FRCPA FRCPath FASM
Non Executive Director, Professor of Microbiology & Immunology - University of Melbourne.
Head of Microbiological Research - Murdoch Children’s Rescarch Institute.

Roman Zwolenski B¢ Biosciences

Non Executive Director and Non Executive Director of several other Australian biotech companies.
Qver 30 years senior management experience with multinational corporations and with Australian
comprnies in the hiomedical and biotech secrors,

Arie Nudel BComm BSc GAICD
Non-executive director. His career includes roles as 2 Network Engineer, Systems Analyst andd Dealer for a Funds
Management organization. Arie consults for Anadis Lid as well as a number of other private companies,
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Product & Research Portfolio
* Outline
* Travelan
o International Expansion
o Travellers Diarrhoea
o Treatment for Inflammatory Bowel Disease (IBD) and Irritable
Bowel Syndrome (IBS)
*» EV-71 - Enterovirus 71
* The H.Pylori Program ~ Pyloran
o DPT - Decoy Profiling Technologies
» Bioshield
* Biological Agent Management
o Respiratory Protection
o Diagnostics
* Influenza A Preventative
» Hospital “Super-Bugs”
o CDAD - Clostridium difficile (C.difficle) Associated Disease

* Immune Stimulating Infant Formula



Anadis Product & Research Portfolio

For Anadis, the financial vear 2005-06 was one of enormous internal activity, laving the
foundations for the intermational expansion of Travelan and the Enterovirus-71 preventative,

In conjunction with the massive
commercialisation initiative, the
reseurch portfolio has continued
to expand and evolve. As novel
applications for the technology
platform are revealed, programs
are established which offer the
potential to bring products to
large specific markets with unmet
needs, in a significantly shorter

rimeframe than conventional

pharmaceutical development.

Our platform of specific
antibodies for the use against
disease states has demonstrated
itself with the diverse potential
applications of this iechnology in
the areu of human health.




Primary bencfits include:

Naturally derived antibodies — High safety profile

Natural bias of products — reduced regulatory hurdles.

Economical “bulk” antibodies

Development time to market reduced considerably.

Wide range of potential applications for these technologies.

Diverse and unconventional opportunities.

Research and Commerciulisation,
leading to the ¢reation of
shareholder value is the key
endeuwvour for Anaclis Limited.
Anadis continues 1o strive

1o release “Early to Market”
products — readily available
without prescription - in order 1o
accelerate the commercial success

of the company.

Being committed to ‘delivering
on the promise of biotechnology'
— Anadis is proud to present the
highlights of our product and
research portfolio.
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Travelan

Travelan is Anadis’ revolutionany over-the-counter (OTC) preparation scientifically and clinically proven to
significantly reduce the risk of Travellers” Diarrhoea. Travelan, a natural, pre-emptive praduct, is available withou
prescriplion and contains nawrally derived specific antbodies against E1TTXC (Enterotoxigenic £ coff), the most.
common cause of Travellers’ Diarrhioea (T1D).

The specific antbodies in Travelan bind w the £ colf bacteria inhe intestinal tract, significantly minimizing
the ability of these bacteria 1o bind o the intestnal wall, thos shielding the user from T, Travelan is a pol an
antibiotic, and rtherefore not associated with the usual negative antibiotic side cffects.

Travelan enables the traveller, or for those who dine out, 1o do so with significantly reduced risk of becoming ill
due to exposure to very common £.coli bacteria.

Hospital clinical trials in the US and Europe, have shown Travelan (o provide up 1o 90% protection against
Enterotoxigenic K coli (ETEC), the main cause of Travellers” Diarrhoea.

Travelan Approved For Use By International Athletes

Analysis by the Australian Government Analytical Laboratory, (10C (International Olympic Committec) accredited)
confirmed the absence of any prohibited substances as defined by the World Anti-Doping Code 2006 Prohibited
List. Amadis can issue written guarantees for the use of Travelan by athletes - for the risk reduction of ‘Travellers’
Diarrhoea - when used in accordance with the directions on the pack and producr leaflet.

Anadis is actively pursuing an international market of high profile spocting organisations, including those
preparing for competition in the Beijing Olympics during 2008, and international touring cricket teams.

Tiavellers' Diarrhoea (TD) is the number one health problem for international travellers. For athletes the
symptoms of TD poses the risks of being disabled by stomach cramps, bloating, nausea, dehydration and
diarchoea.

T could potentiaily lead w lust wraining time, withdrawal from events and of course have a significant impact
oo performance. T3 can also impact sporting organisations, agencies and broader sporting badies when their
athleres and administrators are stricken — with potentially significant fosses.

Travelan International Packaging

During the of the process of the development taking Travelan into the international market, Anadis undertook
considerable research with a diverse range of potential stakeholders including international distributors,
pharmacy / drug stores, pharmacists and consumer focus groups,

[t was unanimously agreed that the existing pack could bencefit from changes which would make it more in line
with the genenally recognised colours which underline vacation and relaxing, and those which are predominately

used internationally for gastrointestinal wype healthcare products,

The actual tablets have also been improved, heing more uniform in colour and significantly less briude.




After considerable rework and further analysis the resultant product has been acknowledged as modern looking,
more informative and better addressing the call to action.

Canadivun Fackage Artivork

USA Packape Artieork

International Expansion

Although Travelan is currently available nationally, the Australian market represents ondy a small percentage of
global travellers. Clearly the real opportunities for this product exist offshore. The process of Travelan becoming
an international health care product is underway with on going negotiations establishing distribution channels in
a number of overseas markers,

The registration of healthcare products is 4 slow and difficult process, with each market having its own
requirements. Time delays are common and often beyond the control of Anadis, With this in mind it is important
to note the success in receiving a “Green Light” to enter the United Srates market, and the establishment of
distribution arrangements in some key secondary markets including regularory approvat to market.

Currently the concemtration of the internativnal effort i in the key market of the United Stares, where late stage
discussions are in progress. This key market has an estimated 25 million travellers 10 Travelers Diarrhoea “high
rixk” destinations each year - not including the greater number o destinadons considered “medium risk”. In
the near term Anadis expects to have distributors for Travelan appointed in the US. Canaela, Singapore, Taiwan,
Thailand and the African Continent.

The success of these cfforts ix already reflected with the appointment of a Canadian distribuior in December 2005
and an African Continent distributor during July 2006.

Anadis has chosen Valeo Pharma Ine. for the distribution of
Travelan in the Canadian market due o its suceess in acquiring
and marketng “over the counter” (OTC) and preseription
products throughout Canada, with a proven track record

in the management of distribution and commercialisation

VALEO PHARMA responsibilities for third party products.

Vitleo Pharma have the experience and ability to successfully and

agpressively promote products through their targered innovative
marketing and sales activities. Their strategics focus on strengthening trade commitment and increasing brand
awareness arong physicians, pharmacises and other healtheare professionals. With extensive work being done 10
prepare the product for Canada being now well underway, their firsr order is expected well before year end,
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Anadis has appointed Pharmaco as the exclusive distributor of Travelan for the entire African sub-continent dete
to its extensive distribution and markeding nctwork throughou the cominent. Pharmaco has its Head Office in
South Africa, a subsidiary in the Ivory Coast, and regional offices in Cameroon and Senegal,

Currently Pharmaco is the South African distributor for

a number of large international clients including: Roche,
Abbott, ICNMValeant, Sanofi Pasteur, Unired Pharmaceuaticals
antl Bioniche,

As part of the appoinument, Pharmaco has underaken
market and promote ‘Travelan, being responsible for all
these activities across the African conrinent. Travelan is ta be
targeted at both internal rravellers and those from abroad,

Travellers Diarrhoea
Travellers Diarrhoca (TD), otherwise known as; Tourista, Delhi Belly, Montezuma™s Revenge, Trots cte., is

described as the number one (1) heatth problem for international travelers in terms of frequency and economie
impact. Infection with the E.coli bacreria is the most common cause.

This infection is easily obained through drinking water, or even eating food that has been washed in the ocal

water, or through poor sanitary practices,  Once inside the bogdy, the Beoli, avach to the small intestine wall from

where they release toxins causing the intestinal reaction that is TH.

According w Goverstment and Medical sources, the symptoms of TD include:
+ Abdominal bloating, cramps & pains
* Nausea
* Diarrhoea
* Fever
* Vomiting

Uniil ‘Travelan OTC products could treat the symploms, with severe cases of 1) requiring antibiotics . Having
any symptoms, however mild, can be disconcerting and disruptive, ruin an important business Lrip - or a well
deserved holiday.

1D affects numerous travellers worldwide — on average 40% of the millions of international travedlers. Over one
third of these travellers become ill enough 1o pursue planned activities.
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Treatment for Inflammatory Bowel Disease (IBD) and Irritable Bowel Syndrome (1BS)

As a result of positive feedback from a number of healthcare providers, including medical specialists, Anadis is
nuw investigating the use of Travelan for additional gastrointestinal therapewtic indications.

Reports to the Company indicate thar a significant number of patients with a range of gastrointestinal conditions,
including irritable bowel syndrome (IS and  inflammatory bowel disease (1BD), have experienced an
improvernent in some their sympuoms (e, diarchoea) whilse taking Travelan.

Inflammatory Bowel Disease (1B13) is the collective term given to two conditions - namely ulcerative colitis and
Crohn's discase. These two disorders, primarily of the lower gastrointestinal rract (Jarge bowel or colon) are
characterised by inflarnmarion of the intestine resulting in abdominal pain, diarchoea (often bloody) and weight
[oss.

The cause of both conditions is unknown although there is increasing evidence thae dysfunction between the
patients’ immune system and the gut Hora may play a role in continuing disease activity:

Currently there are over 70,000 people with IBD in Australia, while between 1 and 1.4 million people in the
United States and 2.2 million people in Europe suffer from these diseases..

Diurrhuea ur increased stoul frequency is prevalent in many lower gastrointestnal tract conditions such as
irritable bowel sidrome (IBS) and inflammatory bowel disease (IBD).

The scientific basis for using Travelan as a therapy in 13D refates to the antibodies in Travelan being able to bind
some of the bacterial products that may be involved in iriggering the persistent inflammation which occurs in
these conditions.

IBD Pilot Study

After review of the clinical evidence and testimonials fom 1IBD and IBS sufferers, the Anadis Scientific
Subcommitiee has agreed o conduct a single arm, unconuralled pilot study in patients with siable IBD in whom
Travelan will be added to their current frreatment.

Any beneticial therapeutic effect of Travelan will be assessed through the use of widely accepted disease activity
markers. This study is expected to run during the seeond half of 2006 at a major Melbourne hospital,

Travelan is a well toleraied, natural preparation which has already received approval for sale. Travelan is available
as an over-the-counter (OTC) in pharmacies nationally and would be immediately available for potential patients.

Visit www.travelan.com
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Enterovirus 71 (EV-71)

2004 and 2005 saw Anadis develop u protective therapy against Enterovirus 71 and obiain preventative bioactive
proteing (antibodies) against Enterovirus 71 from hyper immunizing colostrum, In terms of health care
development, this is an almost unbelievable achievement for a project thae began late in 2002,

Now, in 2006, the massive commercialisation phase of this
project is underway, with product anticipated to be available
for Priwan during the Northern Hemisphere summer of
2007.

Anadis is currently on schedule to deliver protection,
beginning with the children of Taiwan, then
ultitnately the affected Asian region {(in the form of
an anti-EV-71 antibody)

The BEV-71 project is of major commercial significance to
Anadis, offering the potential of contributing significant
revenue, commencing late in the 200607 financial year.
Anticipated demand for the product appears solid as the
risk of Enterovirus expands in terms of geography. This
disense is in the Asia-Pacific region — particularly in Taiwan
and China. However, outbreakes, including fatalities, being
reported in Hong Kong, Victnam, Malaysia and Singapore.
Recently, Enterovirus- 71 tragically reached epidemic
proportions in the Malaysian state of Sarawak, with the
disease alflicting over 10,800 children, with 11 fatalities.

Since the beginning of 2006 considerable work was done w

ensure the vaccine used for the hyper-immunisation of dairy
cattle received the appropriate AQIS (Australian Quarantine

Inspeetion and Scrvice) and APYMA (Australian Pesticides &

Velerinary Medicines Association) approvals. These approvals have now been granted w Anadis,

Following this approval the commencement of the EV-71 “hyper-immunisation” program began. The program
is expected to deliver antibodies, starting lawe Augost. Anadis will “scale-up” over the next 5 vears 1o supply
anficipared demand for these antibodies ro affected areas.

Demand is expected to be significant, with Tiwanese Government estimares for Taiwan alone being in excess of
110 million doses per annum.

The EV-7) preventative will act as a “suit of armour” over a potential epidemic. By taking the Anadis EV.7
preparation children will be less likely to contract the disease or be harmed by it

Anaclis continues 1o actively work with key organizations in Taiwan to ensure praduct cegistration, marketing and
distribution will be ready in this fimeframe.

What is Enterovirus-71?
Enterovirus 71, a polio like discase, is one of the viruses that causes “hand, foouand mouthy or ‘slapped cheek’
discase in young children. Mild symptoms usually include a rash and quicter than normal behavior, while a

significant proportion of younger children can develop nervous signs such as fits, paralvsis and even death.

The World Health Organisation (WHO) has classified Enterovirus 71 as an emerging “disease state’, and are
comparing the disease with the spread of polio in Europe and North America in the lue 19th century.




According 10 Tatwanese government. figures, since 1998 there have heen millions of cases reported with
thousands of severe cases and hundreds of deaths. In 1998 alone, more than four and a half million llncsses were
catsed by the virus including 500 severe neurological cases and 78 deaths. Mose of these were children under the
age of Tour.

Enterovirus 71 isn'e as vet well known in Australia, vet in che Asia-Pacific region major outbreaks are becoming
increasingly comnion. Qutbreaks of Enterovirus 71 are mainly confined 1o Asiz but have been reported in Europe
and Australia.

Examples of poienticd
ariwork cdvertising for the
Friderovirus 71 prevenialive.




H.pylori Program - Treatment of gastritis and gastric ulcers (H. pylori)

I pylori is associated with the development of most duodenal and gastric ulcers and, additionally, some forms
of gastric cancer and lymphoma. The World Health Organisation has declared the bacterium FLpylori a Class |
carcinugen, equivalent in seriousness to wbaceo smoke.

Anadis has completed a Phase 1 clindcal rial ar the Alfred Hospieal in Melbourne. This trial has demonstrated the
hicactive developed in the Anadis 1 gdori program, is of significant benelit 10 patients suffering from gastritis
associated with the bacterium, I, pylord, and a good adjunct uleer therupy:

Patients participating tn this wrial were suffering from non-uleer dyspepsia with symproms of nausea, abdominal
discomfori/pain and bloating. Those that received the Anadis product showed significant refief in symproms and a
significant. reduction in H.pylors infection.

Due ta the enormeous load already on the Company with Travelan and BV-71 commirments, Anadis, to date, has .
not concentrated on the commercialisation of this rescarch. This is clearly an area which has enormous marken

potential and continuing research is furthering the capabilities of our technologies in this area. Anadis anticipawes

that with greater resources (in partcular a suitable pariner) this will be an extremely significant area in which

Anadis will benefir human health globally

Significant Market Size
Of significance with 1 pylors is the alarmingly high oo
over 30% of people in the wesiern world, and more ths
is expecied ar least. 20% will develop ulcers or other gas

Conventional treatmems exist, but they have rheir limidy
periods and don’t address the infection. While intensiyv
resistance is potentiafly compromising this treatment, 4
pose further heaith risks.

In contrast. (o conventional reaunent, the Anadis treatrg
is non-anmibiotic and 1herefore has no risk of antibioric
minimising acdverse impact on a patient’s wellbeing.




H.pylori vaccine

Allied to the work in the FLpvlord treatmen and DPT program, Anadis is currently involved in work to develop
a candidate vaccine against H pplori. As mentioned before in regaedds 1o Pyloran, 72 gyvlors has been declared a
Class 1 carcinogen by the World Health Organisation, as serious as tobacco smoke. Initial findings are showing
promising results, and research continues,

Decoy Profiling Technologies (DPT)

Decoy Profiling Technologtes (DPT) enables the remaoval of “decoy” materials from vaccines, leading (o greatly
increased tevels of specific beneticial antibody production. It is believed DPT will be able 1o improve vaccine
rechnodogy 1o the extent which allows cost effective antibody production fFor the muli billion dollar Funetional
and Medical Pood markets.

Although antibodies have the potential o be used effectively in many applications in the funciional food area,
current antibody production costs prohibir their use in this large and growing marker.

This work continues concurrently with the efforts to commercialise a . pyford treatment as an OTC, and also the
ability to use: these antibodies in everyday lood products 1o broaden the macket, giving people the abiliry w rake a
“multi-pronged” approach to this problem.
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BioShield

BioShield is a ser of rechniques for the protection of human friendly bacteria (probiotics), vaccines, enzymes,
delicate proteins & antibiotics, in the hosile stomach environment. The Anadis BioShield program comprises of a
set of “Bio Shield” wechnologies — each with its own method of bivactve protection.

Anadis’ BioShicld technologies are key components in the both
the H.pylori treatment, the Enteroviras 71 preventative, arc
utilized in the Bio-warfare Respiratory Protection progeam and
will make up a component of a potential C.difficle trecatment.

Anadis' technology for delivering pharmaceuntical and other bivactive molecules to the stomach wall and the
small intestine is a spin-off from the Fpviord research. As this technology develops, it appears o offer delivery
solutions 1o a wide range of proteins and drags that are sensitive 1o digestive acids. These technologies could give
new life to a variety of other manufacture’s products that would otherwise be desiroyed in the stomach.

Tests conducted by Anadis have demonstrated that 90 per cent of probiotics taken orally are destroved in the
harsh stomach environment within 10 minutes. In contrast, BioShiclding techniques protects the probiotics
to the degree that 90 per cent are still alive afrer one hour of exposuere, thereby allowing greater numbers of
probiotic bacteria inlo the intestine to promote puositive gut health,

“Probiotics are buman [Hendly bacteria that can be used (o ‘crowd
out’ pathogendc gl bacteric and fromnte the health of the digestive
iract. Currenthy, they are muinly presenied in niatuerad yogurts aved
fermented drinks.”

Commercialisation

A hurdle for probiotic manufactures has been the need for continuous refrigeration of the probiotics. This has
lead to the desire for a stable “delivery system” with emphasis on temperature (non-refrigerated) and dry form
delivery for use in g wider variety of applications. One arm of the BioShield program lead 10 the discovery which
enables long shelflife preservation of probiotics on dry food surfaces. Anadis has BioShield probiotic viable Corn
Flakes, kept at room temperature, for well over 5 months. The application of this technology is through tsteless
and odourless spray, this opens the door for a vast number of “Functional Food” opportunities from probiotic
breakfast cereal to probiotic hamburger buns for fast food ouders.

Serious interest in BioShield 10 has been expressed by a number of companies and negotiations are underway
for a variewy of potenuial applications for these technologies. BioShield 10 also has the potential for use with some
vacuines & prescription drugs to improve efficacy, lower dosage requirements and allow for oral delivery.




Biological Agent Management (Formerly Respiratory Protection)

During the 200506 financial year the project previousty known as “Bioterrorism & Respiratory Protection”
expanded its objectives due to the keen interest by various Government. Defence and Emergency Management
organisations - buth local and international.

{v was quickly realised as a result of the research seccess, that Anadis provided an opportunity to utilise antibodies
in way that had previousty noc been thought possible, due 1o limitations in production and econontics.

With the threal of biological terrorism a real issue for developed nalions across the globe, the use of Anadis
antibodies and ancillary technologies in the managemen of biological agents has become an important project
for Anadis from both a commercial view point and as a scientific organisation contributing w the nation.

Bio-Warfare Respiratory Protection

“Neutralisation of Respiratory Toxins and Pathogens” for ilemporary protecdon against respiratory pathogens,
enneinues to make significant progress. Farly work on this technology was the subjeet of collaboration berween
Anadis and the Australian Defence Science and Technology Organisation (DST(), developing short-term
respiratory protection for military personnel and civilian emergency workers, against a range of airborne
biological warfare agents. These agents now include Anthrax, Plague, Ricin and Botulinum.

This project focuses on the protective actions of antibodies and their abiliey to bind and coar bacteria within the
respiratory tract, reducing the capacity of airborne pathog [eer humans.

Cenventional approaches to fight these diseases rely org b1 g Wik momhs before
exposure Or treatments given after exposure. Anadis’ bl ot B rcntial of immediare
protecuon against airborne virus and bacreria such as 8 grecesponsivg
conventional therapy allegexposure. '

Successful Reseal

During December 2005,
successfully demonstrated 8

action of specific antibocdies against letlg
cells.
This in vitro research, carried out i"
both PA and LF were equally o8
Lethal Toxin, and the treatment.

The important differentiztor to previows ;
(naturally raised in an anim '

The ke
antibodie.
saving
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Prestigious International Support

Supprort and inpuat has been offered from MARCE (the Mid-Ardantic Regional Cemre of Excellence in Biodefense
and Emerging Infectious Discasesy headquartered in Baltimore, USA. MARCE is a multi-campus organisation that
was funded by the US government for US342 million aned has input from 16 prestgious Government, commercial
and academic institution from around Washington DC.

The Director of MARCE, Professor Mike Levine has commented on the importance of this US-Australian
collaboration, in strengthening the biodefense efforts for both countries. This assistance from MARCE will
provide Anadis with expertise in key areas such as: scientific input from some of the world’s 1op medical
researchers, access 1o secure test facilities and field readiness evaluarion reports.

Professor Mike Levine, Professor of Medicine and Pediatrics, in addition to being Director of MARCE, is the
Director, Center for Vaccine Development, University of Maryland School of Medicine and, amongst others,

sits on the NIAID (National Institute of Allergy and Infection Diseases) Blue Ribbon Panel on Bioterrorism ‘
Committee, -
Diagnostics

During February 2006, Anadis announced the preparation of bulk amibodies against Ricin and Botulism for the
Department of Defence (DO to supply diagnostic reagents to the Australian Public Health Network. These
antibodies are 1o be utilised in diagnostic systems,

Imporiantly;, this removes the reliance of Australia’s relevant authorities on imported reagents, which potentially
can become difficult to acquire, antibodies heing raised for the Public Health Neowork are against Ricin and
Clostridium botulinum A, B, C & D toxins — two other significant bio-terrorisn: agents.

Success with Ricin Antibody

Results for the first antigen run in this program - Ricin subunit A - the
Anadis raised antibodies successfully identified and neutralised the toxin.
This success resulted itn Anadis incorporating a Ricin antibody in the
boarder Bio-Defence work.

Future Civilian Applications
Imporamly, Anadis also views this research as a spring-board for further development opportunities in civilian

applications. These applications inchude the prevention and wreatment of allergic respiratory diseases such as
Asthma and Hay-fever. This research is also the platform from which our Influeniea program has been inidated,




Influenza Preventative & Treatment

As the result of keen interest by Influernia experts in the potential application of the Anadis technology platform
in rhe arca of Influenys, during eacly 2006 Anadis began its Influenza program as a spin-off from the “Respiratory
Proteciion” project. Dr Grant Rawlin, General Manager R&D, already had significant experience with avian
inthucnza, carlier during his career before joining Anadis. By March 20006 Anadis had appointed Associate
Professor Lorena Brown, an international influenza expert, 1o the Scientific Advisory Committee. The Influenea
program had begun and due 1o the echnology atready developed, it is expected o have 4 “Proof of Concepr” as
sOUN as early 2007,

The Program

Anadis plans to raise antibodies t provide passive immunity against
influenza A viruses, and o be used as a possible reatment. The
Influenz program will focus on a range of fu antigens (ncluding
thie HS ~hird Au” strain), looking for cross protection, between
serains of the virus, by polvclonal antibodies - for which evidence
already exists.

Respiratory and oral delivery of antibodies s w be examined.
Aspects of this technology come from the “Respiratory Protection”
project performed in conjunction with the Department of Defence
in the arcas of respiratoey delivery of antibodies and antibody
fragments.

Expertise in The Field

During March 2006 Anadis announced the appointment of
influenza expert, Associate Professor Lorena Brown, Associate
Professor of Microbivlogy and Immunology at University of
Melbourne, to the Scientific Advisory Committee. Professor Brown
has been actively involved in influenza research both in Ausiralia
and the USA, which has led o over 90 published works including a
book on options for the control of influcnza. Professor Brown has
acted as an advisor to the World Health Organisation in Geneva on
evaluation of immunity to influenza virus, and in 1996 was awarced
the Ivanovsky Medal for her contribution 1o virology.

Associate Professor Brown will play a key role in the Anadis
Influenza Rescarch Program, with a keen interest in the use of
pulyclonal antibodies for prophylaxis and therapy.

Anadis expects to complete 2 “Proof of Concept” for this project by
sarly Calender year 2007, IF successful Anadis will seek partners for
the further development and commercialisation of this important
therapy.
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Hospital “Super Bugs”

Hospital "Super-Bugs” reler 10 the relatively recent health issue which has come about as the result of muration
and adapration by various “bugs” into strains which are largely unaffected by the medicines (usually antibiotics)
available today. The resultant strains of untreatable “super-bugs™ are a very serious risk 1o population health.

Many of these "super-bugs” were once treatable, bun with the wide spread use - and sometimes aver use - of

=0

antibiotics, many of these “bugs™ have murated to become antibiotic resistant.

Antibiotic resistance is not an issue when antibody therapies are
used, such as with Anadis byperimmune antibody products. Antibody
therapies do not contribute to the evolution of new antibiotic resistant
“super-bugs”.

Clostridium difficile (C.diff) Associated Disease - CDAD

Anadis is 1o raise antibxodies in a combined Hyperimmune Colostrum and Bio-Shield 10 preparation against
C.difficile — a bacterium responsible lor between 30,000 and 73,000 faalities each vear in the US alone. Currently
in Canacla, and in parts of the US, certain strains of Cdifficile are particularly virulent and pose a major threat 1o
houspitalised patients, bue this is now spreading with the bacteria now seen in Europe and icis thoughe that it is
only a matier of time untl Cdifficile becomes more widespread in Australia.

Anadis is already in discussion with a potential North American joint venture pariner for development, trials and
commercialisation of this project,

The rave of Ceifficile acquisition in some North
American hospitals has been estimated 1o be 13
percent in parients with hospicd stays of up to two
weeks and 50 percent in those with hospital stays
longer than four weeks.

Normally, harmless bacteria in the intestine prevent
the overgrowth of Cdifficife, but the use of broad-
spectrum antibioties can disrupt these healthy’
bacteria, and allow C.difficile (o proliferate excessively.
lUnder these circumstances, Cdifficife releases toxins
which cause intlammation and damage the intestinal
lining, Complications include perforation of the
intesrine and dearh,

Recently the emergence of high wxin producing
C.difficife strains has highlighted this problem around
the developed warld.

C.difficile is responsible for 4 range of intestinal
diseases from diarrhoea 1o fatal pseudomembranous
colitis (uiceration and bleeding from the colon).
CDAD is predominantly hospital acquired and usually
associated with antbiotic consumption. Elderly
patients are particularty at risk.




Epidemiology of C.difficile

C.difficile is a member of the genos Clostridium, which alse includes the bacteria that cause tetanus, botulism
and gas gangrene. It was named difficile because it grows slowly and was difficule to isolate,

C.difficile is the major diagnosed cause of infectious diarrhoea that develops in patients following hospital
admission in the United $States and developed countries around the world, Each year Cdifficile infection results
in approximately three million cases of serious diarrhoea and colitis in the United States alone, The morrality rage
of these cases is approximately 110 2.5 perecent.

Isolates from the UK, Canada and US are now being found which are 20 times more virulent than the
conventional C.difficile isolates. The emerging high-toxin strains have B higher morbidity and morrality rates.

Almaost all antibiotics, including vancomycin and merronidazole, the common antibiotics used to weal Cdifficile
infection, may cause CLAD. Other risk factors for the development of CDAD include advanced age, previous
surgery and depression of the immunc systemn such as that found associated with transplantation and HIV
infection.

The Anadis technology advantage

Numcrous studies have already shown “hyperimmunce” bovine antibodies provide protection to Cdifficile

in vitro, animal and human stodies. The Anadis Scientific team is expecting to have hyperimmauone colostrum
antibodics by carly 2007 and expects to be at clinical wial phase within 12 10 18 months. Anadis believes it has the
ability (o develop a product that is both effective, casy 1o deliver and economical for widespread preventative use.

For padents. colostral antibodies may be used as a preventative for al-risk individeals or as a trearment to limit.
progression and prevent recurrence of disease. The formulation will witise Bio-Shield 10, a ser of patented
technologies for the protection of deficate molecules in hash environments (such as the acidic stomach), to
protect the antibodies allowing safe passage inlo the intestine to neutralise the bacterial toxins.

As Anadis can already market colostrum based products in the United Staes, without the need for further
registration. this therapy can potentially be on the market in a number of years — a fraction of the time required
to develop a conventional pharmaceutical.

Market Opportunities

C.difficile and CDAD arc serious and emerging issues of population health in many developed countries,
especially in North America. An Anaddis hyperimmune colastrum based theeapy would be highly cost effective. A
product such as this would be used as a preventative and as part of a treatment regime - patentially given o all
at-risk patiens in the hospital system and for a period of time following discharge.

Currently there are few alternate therapics, with further antibiotie therapy polentially worsening the sivuadon,

With the number of arrisk patient in US and Canadian hospitals in the millions per annum, the imarket size is
substantial.

Future Expansion of this Program

¢ difficite is the first “super-bug” 10 be looked at by this rescarch program, a range of ather “super-bugs” arc
being examined which condd be also be contralled through the use of hyperimmune antibodies.




Immune Stimulating Infant Formula

Since late 2004, Anadis has been conducting research in conjunction with Tatura Milk Industries, aimed at
developing a specialty milk powder for human infant formula for the Asian marker. This work has been funded
through a Commonwealth Government Foad Innovation Grant (‘FIG” grant) for approximately one million
dollars.

This aim is for this new product to contain natsrally high levels of anti-oxidants - which appear to be important
int the immune development of children. Infants are born with poorly developed immunc systems, and immune
health is more significant in Asia than in the West because of enhanced risks from diseases.

Expected benefits of this formula include:

*  Enhanced immune protection for infans arising from the capacity of antioxidants (o stimulate immune
function.

«  Safe and effective function based on marching the anti-oxidant function levels found in haman breast milk,

*  Strong natural pathways for enhancing the anti-oxidant content. This is extremely favourable around the
world and especially in Asia.

*  Lvidence of health benefits for the cow arising from the specialty diet. The inference is that healthier cows
will provide more healthy milk.

Successfui Expression of Anti-oxidants

In a period of less than 2 years, it was proven in principal that high levels of anti-oxidants can be expressed in
milk through 2 natural pathway. Anadis and ‘Tatura Milk Industries are currenty in discussions with potential
commercialisation partners, in particular from the Asian region. Much discussion has been at looking to utilise

these naturally expressed anti-oxidants in procucts initially for adudrs,

Infant Formula Market Sizes

An opportunity for this project is in the development of health branded infant and child formula product for Asia
(market approximately AUD $1.68). The key differentiator from the usual approach of “spiking” infam. formula
with artificial chemical forms of bio-actives, is the Anadis/IMI proposed formulais made naurally - the cow
including the antioxidant in the milk = packaged much the same way it s in human mothers' milk.

“One of the major differences in this project, from the
usual approach to spiking infant formula with artificial
chemical forms of bio-actives, #s this proposed formula is

made naturally”




Anadis Toll Manufacturing

Anadis’ toll manufacturing Facitity continues to combine specialist knowledge, production expertise and a flexible
approach to food manufacture, enabling this operation 1o aid in offsetting the Research and Development
expenditure.

Ir is this maxim - flexdhility - which is driving the success. The ability to work with our customens, understanding
and providing for their specific requirements - be it manufaciured products, packaging or ingredients.

During August 20006, a new two year supply contract for “Aussie-Bodics” a division of Health Brands Australia, was
signed. Anadis will continue (o manufacture the najority of Aussie Bodies supplement and slimming products,
and some Healtheries products.

Highly Accredited Facility

The Anadis manufacturing facility continues to be fully compliant ar the highest level and centified fur both state
and international HACCP (Hazard Analysis and Critical Control Point) and GMP (Good Manufacturing Practice)
regulations as well as the APVMA (Australian Pesticides and Vererinary Muedicines Association) for veterinacy
blends. Our products and premixes adhere o the highest quality standards and the strictest GMP requirements.
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Accreditation Includes:

¢ Tederal State & Local Legistative requirements for focd processing & packaging, including
10 the requirements of Food Standards Australin New Zealand (FSANZ), their standards and

regulations.
* Australian Quarantine & Inspection Service (AQIS) regulations for the export of food
products.

= International Accreditation for quality manufacture under Codex International externally
audited by SAT Global

= Practices & procedures are based on the National Code of Good Manufacturing Practice
(GMP), and a HACCP program that has been developed with Australian and International
acereditation is in place.

= Dairy Foud Safely Victoria accreditarion for the production of dairy products and its
derivatives,

+ Australian Pesticides & Veterinary Medicines Authority (APVMA) Manufacturers Licence

Ceontinued Development

Organic food processing certification is underway, to cnable Anadis to manufaciure for third parties food
products which can be certified organic. IUis expected that this certification will provide additional production
throughpur, both in terms of expanding preduct ranges from existing customers and the attraction of new
customers within the expanding organics” market.




Production staff underizke regular hroad-based in-house training and all are completing formal certified training
in food production. This further endorses our professional approach to safe and efficient production.

Throughout the past vear, Government auditing bodies have placed a majoc focus on Allergen control and Anadis
has complied with all aspects of this important and high-risk area.

Freeze drying services

The last vear has seen the introduction of contract freeze

drving assessments for the bealth foud and nutraceatical sector.

Anadis has a “smail-scale” freeze drier on premises which is

ideal for specialised products. .

Anadis has produced successful wrial barches for several health
food companies so far and regular full use of our freeze dryving
systems and equipment is currently under mvestigation.

The Outlook

Anadis toll manufacturing continues 1O progress as a prermium
quality professional manufacturer, developer and product
supplier to the food, nutraceutical and health & fitness
industries. With a newly established contract from our major
customer, significant accreditations, anticipated expansion
into the organics’ market and the development of a “boutique”
freeze drying facility; the roll manufacturing business will
continue to provide a significant contribution to the company.
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This financiat report covers Anadis Limiled as an individual entity. The financial report is presented in the Austratian

currency.

Anadis Limited is a company [imited by shares, incarporated and domiciled in Australia. its registered office and principal
place of buginess is:

Anadis Limited,

4 Capital Link Drive.

Campbelltficld. Vic. 3061

A description of the nature of the entity's operations and its principal activities is setout in the Directors’ Report on page
30,

The financial report was awthoriscd for issue by the directers on 12 September, 2006. The Company has the power to amend

and reissue the financial report,

Through the use of the Internet, we have ensured that our corporate reporting is timely, complete and available globally at
minimum cost to the Company. All press releases, financial reports and other information are available at our “Investor

information® section on our website www.anadis.com.au
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Aaadis Limited
Directors’ Report

Your dircctors present their report on Anadis Limited for the year ended 30 June 2000,

Dirvctors
The names and details of the Directors of the Company in office during the financial year und until the date of this repost
are:

Phitip Molyncux

Conor Gruham

Dr Peter Jenkins

Arie Nudel {uppointed 12 July, 2005)

Professor Roy Robins-Browne

Roman Zwolenski

Principal activities
Anadis Limited is an Austraiian biophannaceuticat Company, which specialises in research and development of bovine
colostrum derived products for therapeutic use in bumans and animals.

Anudis Limited also cwries on a menufacuring operation in health foods.

Operatiog vesults and dividends
The operating loss of the Company for the year ended 30 June 2006 was $3,559.931 (2005: $1,358,703).
No dividends were paid or declared during the period.

Review of operations and results

During the year the Company continued to pursue a comprehensive research and development programme, Travelan, the
first product to be marketed from the researeh and development propranyme, was also launched internationally during the
Yeir.

The monutacturing facility continues to generate cash flow for the Company.

Significant changes in the state of affairs
There are no significant changes to the Company's state of affairs.

Significant events after the balance date
L A disuibution with Pharmaco Distribution Pty Ltd. of South Africa hus been signed on 24 July, 2006 appointing it
exclusive distributor for Travelsn across the African continent.
2. The Company successfully received approval from the govenument authorities for the commercial scale vse of the
Anadis Enterovirus-71 vaceine in cattle.
3. The Company signed a two vear toll manufacturing ggrecment with Aussie Bodies Pty Lid. effective 1 July. 2006,

There are no other significant events which have oceurred since 30 June 2006,

Future developments and resolts

Anudis Limited continues Lo be principally a rescarch company developing human therapeatics from bovine colostrum,

The development of u nutraceuticals business alongside (he research programme allows the Company Lo exploit the research
results at an earlier stage than pharmaceutical proof. In addition, the manufacturing facility. is regarded as an important
adjunct to the Company s research activities. IUis providing an ewrly revenue source which will partly underwrite the
balance of the research programme.

Further information on likely developments in the operutions of the Company and the expected results of operations have
not been included in this report because the Directrs believe it could be tikely to result in unreasonable prejudice to the
Compuny.

Environmental regulation

Anadis Limited complies wiih all State and Local Health standards for the manuofacture of dairy bused products and is
approved as a registered food processing facility (licence number 20379) under the Aostralian Code of Practice for Dairy
Factories, Dairy Food Sulely Act (Victoria),

Anudis Limited has also obtained registrution;

s Asan export establishment for the production of prescribed goods within the Australian Quarantine lnspection Service
{AQIS). The Compuny is HACCP and GMP aceredited, and

«  Fo produce veterinary products under an Austrulivn Pesticides & Veterinary Medicines Authority (APVMA)
Manuleclurers Livence.
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Information on divectors
Philip Malyneux B. Econ. FCA, Chairmun — non-executive, Age 62

Experience and expertise
Independemt non-¢xeeutive chairman for 8 years. Philip is o churtered accountant snd was a partner of Emst & Young. He is
& director of severul isted and unlisted companies as well as not-for-prolit organisations.

Other current directorships
Equity Trustees Limited ~Non-executive divector (since 1992) & Chairman {since 2003}
Pro Medicus Limited — Non=executive director {since 2000)

Former directorships in last 3 years
QSR Limiled. Nen-executive director from September 2003 to June 2004
Sundowner Motor Inns Limited. Non-executive director from July 2003 0 June 2004

Spectal respunsibilities
Chairman of the Board
Member of the Audit & Risk Management Comniittee

Interests in shaves and options
250,000 ordinary shares in Anudis Limited
350.000 options over ordinary shares in Anudis Limited

Coonor Grsham, Monaging Director and Chigf Executive Officer. Age 35

Expericace and expertise
Munaging Director and CLEO for 9 years. Conor has un extensive buckground in the management of bioscience companics
and in the development and marketing of bioscience related products.

Orher current directorsiips
None

Formar directerships in last 3 years
None

Special responsibilitiey
Munaging Director and CEO

Interests in shares and oplions

Self - 936,250 ordinary shares in Anadis Limited

Fhrough firms = 2,518,163 ordinary shares in Anadis Limited
750,008 aptions over ordinary shares in Anudis Limited

Dr Peter Jenkins MBBS, FRACP. Independent non-executive director. Age 60

Experience and expertise

Independem non-executive director for 12 years which includes 4 years prior to ASX listing. Peter iy a practising
pastroenterologist with cxperience in the management of gastrointestinal diseases and also extensive experience in the
chullenges {acing biolech companies. Former judge Austrulian Technology Awards,

Other current directorshipy
Sarpharmu Holdings 1id. Non-exceutive director (since 1996)
Aus Bio Ltd. Executive Director (since 2000)

Former directorships in last 3 years
None

Special responsibilitivs
Chatrman of Audit & Risk Mansgement Commiftee
Member of Scientifie Commitice
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Information on directors (continued)
Dr Peter Jenkins MBBS, FRACP. fndependent ron-executive direcior. Age 60, (continued)

Interests in shares and options
1,892,500 ordinary sheres in Anadis Limited
250,000 options over ordinury shures in Anudis Limited

Arie Nudel, BComm, BSe Non-execuotive director. Age 30
Mr. Arie Nudel was appointed a director on 12 July. 2005 and continues in ofitce at the date of this report.

Experience and expertise

Non-executive director appointed July 2005, Arie is o director of Purserofl Pty Ltd, and conducts a private consulting
business. 1is career includes roles as a Network Engincer, Systeins Analyst and Dealer {or o Funds Management
organization. Arie consults for Anadis Lad us well as a number of other private companies.

Oiker current directorships
None

Former directorships in last 3 years
None

Special rexponyibilities
Member of the Audit & Risk Munagement Committee

Inreresty in shares and optiony
46,000 ordinary shores in Anadis Limited

Professor Roy Robins-Browne MB, BCh, P, FRCPA, FRCPath, FASM. Independent non-cxecutive director Age 39

Experience and expertise
Non-executive director for § years, Roy is Professar of Microbiology & Immunclogy at University of Metboume. He iy also
Head of Microbiological Rescarch, Murdoch Children™s Rescarch Institute,

Other current directorsfiips
None

Former directorships in last 3 years
None

Special respansibilities
Chairman of Scientific Committee

Interesty i sharey and vptiony
15,000 ordinary shares in Anadis Limited
250,000 options uver ordinary shures in Anudis ).imited

Roman Zwolenski BSc independent non-executive director. Age 39

Experience and expertise

Non-exeeutive director for 4 vears. Roman is Munsging Director of ASX listed biotech company AMBRI Ltd. His career
includes 11 vears in senior mansgement with major healthcare corporation Roche Diagnostics Division mmd then 6 yeurs as
CEO of ASX listed Agen Biomedical 1.1d.

Other current directorships
AMBRI Ltd - Non-excentive director since September 2003, Managing Director October 2003,
USCOM Ltd - Non-cxecutive director since October 2002,

Former directorships in last 3 yeary
Naone
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Information on divectors (contivued)
Roman Zwolenski BSc Mndependent non-executive divector. Age 39. {continued)

Special responsibilities
Member of the Andit & Risk Management Commitice

Interests in shares and options
250,000 ordinary shures in Anudis Limited

Compzny Secretary.

The Company Secretary is Mr. David Wouods FCPAL ACIS. Mr Woods was appoimed to the position in 2600, Before
joining Anadis Limited he held a simitar position in another listed public company for 4 years and prior 1o thut was
employed as company secretury/chief financial officer of un unlisied public company in the petrotcum exploration and
production indwstry.

Birectors meetings
The number of Directors meetings (including mectings of committees of Dircctors) held during the year and the nwaber of
meetings attended by each Director were as follows:

Full meetings Meeting of Meeting of committees
of directors non-¢xecutive Audii & Scicntific
directors Risk
Mansgement

a b a b # b it b
Philip Mobyneux 4 14 3 3 4 4 b
Conor Graham 14 14 ¥ * w* bl e ke
Dr. Peter Jenking id (X} 3 3 : 12 "
Arie Kudel i4 14 i 3 4 4 o ax
Prafessor Roy Robins-Hrowne 4 12 3 2 ** b 12 1
Roman Zwolenski 14 13 3 3 4%

a = Numbcr of meeting held during the time the director held office or was & member of the commiltee during the year.
b = Number of meetings attended.

* = Not u non-executive director

** = Naew o member of the relevant committee

Remuneration report
The remuneration report is set out under the following main headings:

A Principles used to determine the nature and amount of remunerstion,
B Detuils of remuneration,

C Service agrecments, and

D Share-based compensation.

|3 Addition information

The information provided under headings A-D includes remuneration disclosures requived under accounting stindurd AASB
124 Related Party Disclosures. These disclosures have been trunsterred from the financial report and hove been audited.
The disclosures in section E are additional disclosures requived by the Corporations Act 2001 and the Corporations
Reguiations 2007 which have not been audited.

A Principles used to defermine the namre and apyunt of remuneration {audited)

Anadis Limiled is o rescarch snd development company speciatizing in products derived {rom bovine colostrom. As such, it
penerates cash from capital raisings. It supplements this cash from contruct mannfacture i its plunt in Camphbellficld,

Anadis is also a company listed on the Australinn Stock Lxchange ("ASX™). It currently incurs losses as ils research
expenditure exceeds the cash inflow. However, its first product, Travelan, was released 1o the Austenlian market in late 2004
and imernutionally in 20416,
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Remuneration report (continaed)
A Principles used to determine the nature and amowint of remuneration (audited) (continued)

Shareholder wealth is best measwred by reference to suceess in rescarch activitics, and the price quoted on the ASX.
Research into mujor potential products such as Travelan, EV 71 (for the prevention of enterovirus 71 ). und other general
“gut health” items is progressing well.

The Bourd of Direclors is responsible for determining and reviewing compensation arrangements for the Dircctors, the chief
executive officer and the executive team. The Beard assess the sppropriateness of the nature and amount of emoluments of
such officers on a periodic basis by reference to relevant employment market conditions with the overall objective of
ensuring maximuem stakeholder benefit from retention of a high quality Board and exceutive team.

The framework provides a mix of fixed and variable pay and long-term incentives.

Non-executive directors

Fees and payments to non-executive directors reflect the demunds which are made on, and the responsibifities of, the
directors. Non-exeeutive directors’ fees and payments are reviewed annuully by the Board. The Chuirman's fees are
determined independently to the fees of non-gxecutive directors bused on comparative roles in the external murket.
Directors do receive share options when epproved by shareholders.

Directors’ eey

The current base remuneration was last reviewed with effect from 1 July, 2003, The Chairman's remunceration is inclusive of
committce fees while additional fecs are ulso paid to non—executive directors for their membership of Board committees.
Bonuses we not paid.

Non-execative directors fees are detenmined within an aggregate directors' fee pool limit, which is periodically
recommended for approvel by sharcholders. The pool, which was last varied by sharehobders on 8 November, 2005, stands
at $350,000 for cash remuneration.

Retirement atlowances for directors.
Non-execotive directors retirement payments are limited 1o compulsory emplover superannination.

Executive pay
The exeentive pay and reward framework has three components:

*  Base pay and benefits, and

*  Long term incentives through participation in the Anadis Limited Employee Share Option Plan, and
»  (ther remuneration such as superunnustion.

‘The combination of these comprises the executive's total remuneration.

Base pay

Executives are given the opportunity to receive the base emolument in v variery of forms including cash and benefits. It is
intended that the manner of payment chosen will be optimal for the recipient without creating undue cost for the Company.
The base pay is set to reflect the market for a comparzble role and is reviewed wnnually to ensure the execulive™s pay is
competitive with the morket.

There are no puaranteed base pay increuses included in any senior executives® contraces.

Benefits
Executives receive benefits including motor vehicle allowances and expense payment pluns.

Retirement benefits

Retirement benefits are delivered by payments to an executive’s approved superannnation fund.

Anadis Employee Option Plan

Information on the Anudis Option Plun is set oul on page 37
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Remuperation eeport {continued)

B. Details of remuneration (audited)

Amounis of remuneration

Details of the nature and amount of euch clement of ihe cmolument of cuch dircetor and other key management personnel of
the Company are set out in the following 1able. The key management personnel are also the highest paid exceutives of the

Compuny.

key management personnel

Short-term  entployee Post- Share-
Lenefits employinen  benetits based
2006 payments
Name Cush Non- Super- Orher Options Total
sulary and monelary gnnuation long-term
fees benefils employee
benetits
b s 3 3 5 $
Non-executive directors
Philip Molyneux (Chairman) 65,000 - 5,850 - 70.850
Dr. Peter Jenking 42,500 - 3.825 - 16,325
Arie Nudel (appointed 12 July. 2005) 4] 455 1.139 3.731 - 46.325
Prof Raoy Robins-Browne 42,500 - 3.825% - 46,325
Roman Zwolenski 42,500 - 3.825 - 46,325
Sub-tofal non-exceutive directors 233,955 1,139 21,036 - 256,150
Fxecutive divectorCEQ
Conor Groham 272,644 2,608 99,748 - 375,600
Other key management personnel
Fred Mears (Operations Mgy 125,189 - 34,811 - 160,004
Dr. Grant Rawlin fGAf R& L) 193,993 . 31,006 . 225,000
Steven Skorobogaty 206422 - 18,578 - 225,000
fGA Commercial)
Tatals 1.032,203 3,747 205,199 - 1,241,150

There were no cash bonuses paid during the vear ended 30 June, 2006,
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B Details of remuneration (audired) (continued)

Key management personnet

Short-term  employee Porst- Share-
benefits employment  benetits based
2005 payments
Name Cash Non- Super- Other Options Total
salary and monetary snpuation long-term
fees benefits emnployee
benefits
$ b $ 4 s
Noa-executive directors
Philip Molyneux (Chalrman) 61.250 - 53512 - - 66,762
Dr. Peter Jeukins 37.500 - 3,378 - .- 40,875
Prof Roy Robins-Browne 37.500 - 3,375 - . 40,875
Romun Zwolenski 37.500 - 3,375 - - 40,875
Sub-total non-executive 173,750 - 15,637 - - 189,387
directors
Executive director/CEQ
Conor Groham 193.000 - $2.000 . . 275 000
Other key meanagement personnel
Fred Mears (Operations Mgr) 120815 - 29,185 - - 150,000
Dr. Grant Rawlin /GA R&1) 171,617 - 25,606 - - 197,223
Steven Skorobogaty 179,465 - 16,292 - - 195,757
{GM Commercialj
Totals 838.647 - 168.720 - - 14H¥7,367

There were no cash bonuses paid during the year ended 30 June, 2005,

. Service agreements (audited)

Remuneration and other terms of employment for the Managing Dirccor, and key management personnel are formalised in
service ngreements. Eech of these agreements provide for the provision of u wotal package which can be taken in any form
agreed by the Company and participation, when ctigible, in the Anadis Executive Share Option Plan No. } (for directors) or
the Anudis 1.imited Employee Share Option Plan {firr executives). Other myjor provisions of the upreements refating w
remunerstion are set out befow,

C Grahum, Managing Dircctor & Chief Executive Officer

& Term of ggrecment — 3 years commencing 1 July, 2003,

e Base salary. inclusive of superannuntion, for the year ending 30 June, 2006 of $375.000, to be reviewed annually by
the Board.

e Inthe first three years there is no provision Lo terminate the ugreenient other than for breach of the agreement.

Dr. G Rawiin, General Manuger — Research & Development

e Term of agreement = 3 years commencing 1 January, 2005,

= Base salary, inclusive of superannuation, for the year eading 31 December, 2006 of $225,004). to be reviewed unnually
by the Board.

a  Inthe first three vears there is no provision  terminate the ugreement other than for breach of the agreement.
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Remuneration report {(conlineed)
[ Service agreementsiaudited) (continaed)

I Mcars, Operations Manoger

*  Term of agreement — monthly employment

»  Basc salary, inclusive of superannuation, for the vear ending 31 December, 2006 of $160,000, to be reviewed annually
by the Bourd

*  Agrcement is teeminated on a month's notice

Term of agreement — 3 years commencing 1 January, 2605,
Base salary, inclusive of superannuation, for the vear ending 31 December, 2006 of $225.000. to be reviewed annually
by the Board.

o In the first three vears there is no provision to terminate the ugreement other thaa for breuch of the agreement.

$ Skorobogaty, Genernl Manager — Commercial
L]
»

D. Shore-based compensativon - optivns (audited).

Oplions sre gronted to divectors ander the Anadis Lxccutive Share Option Flun No. 1 or No. 2, which were approved by
shureholders prior o listing in 1999, Options ure grmted 10 stafY, at the discretion of the Board, under the Anadis Limited
Employvee Share Optivn Plan which was approved by directors on 14 May, 2002.

Oplions are granted under the Plans for no consideration. Options can be granted for up to a five yeor period with a vesting
date set by the Board.

Qplions grunted under the Plans carry no dividend or voting rights.

When exercisable, euch option is convertible inte one ordinary shure in Anadis Limited.

All options are issued with an exercise price set considerubly in excess of the market price ut the time of granL

There are no grants of optéions sffecting remunerstion in the previous, current os luture reporting periods.

Share options granted to directors and other key management persontel

There were no options issued Lo directors or execulives during the year, in the previous yveer or since the end of the financial
year,

Details of ordinury shares in the Company provided as a result of the exercise of the remunaermion options to key
management persennet are set out below.

Natmne Dnte of exercise of Number of ordinary Amount paid per Value per
options shares issued on exercise | share share at
of options during the yeur exercise
datg
Dircctor
| R Zwolenski | 9 December, 2605 | 250.000 | 0.35 | $27.500 |

(2003- no aptions were issued to, vested or exercised by directors or key mansgement stuff.)

E Additional information -unauwdited

Principles used to determine the nature amd omount of ventunerafion; relationship between remuneration and Company
performance

The fult Board will exevcise these responsibilities and set the policies for remuneration of key munsgement personnel so as
to comply with the Corporation Act. sceounting standards and the ASX Listing Rules. Remunerntion (or key management
personne] is delermined by reforence 1o murket rates to sttract quabified individuals essential for the delivery of Anadis”
stralegy

Due to the nature of the business the mcemive progrums ure lurgely based on ihe achievement of value creating outcomes
that coutd be reusonobly expected to enhance sharcholder value,

From time to time employees are offered Options under plans previously sgreed by sharcholders. In a company at this stuge
of its development, the onby meaning ful performance 1arget is the share price and the excreise price for such options are sei
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Remuneratioo report {continued)

E Additiopal information —unandited {continued)
well in advance of where the shures ure trading at the time of issue and, for executives, usually have a two year vesting
perind.

l.oans to directors and exccutives.
There are no loans to any director or executives, including their personally related entities (2605 - nil).

Shares under options
As ot the date of this report, there were 3,212,069 unissued shares snder option as follows;

Date options  Number under Issue Price of Shares Expiry date
granted option
30/10403 50,000 $0.34 18 Seplember, 2006
30710403 30.000 $0.38 18 September, 2006
1171103 830,000 $0.35 11 November, 2006
1471 1/03 750,000 $0.55 14 November, 2006
18/8/04 50,000 $0.41 7 Aprid 2007
18/8/04 56,000 3046 7 Apeil, 2007
14/12/04 50,000 $0.76 } November, 2007
14/12/n4 SO,000 30.83 I Novemher, 2007
2/9/04 250,000 $0.62 16 August, 2008
2246403 50,000 $0.56 1 March, 2008
22/6/03 50,(HK)y $0.63 1 March, 2008
8411/05 50,000 $0.53 1 July, 2008
81105 50,000 $0.60 1 July, 2008
5/6/06 862,069 1038 4 June, 2007

The vesting dute Tor the oplions expiring on 31 May, 2006 was 31 May, 2004. The vesting date for the options expiving 16
August, 2008 is 16 August, 20006, All other options can be exercised sl any time.

No option holder has any right under the options to participate in any other shure issue of the Company.

Puring the your:

s 50,000 options with an exercise prce of $0.335 per shure fapsed.

50,000 options with an exercise price ot $0.39 per shure lapsed.

50,000 options with an exercise price of $0.24 per shure were converted to shares.
50,000 options with an exercise price of $0.27 per shure were converted to shures.
250,0(H) options with ur exercise price of $0.35 per share were converted to shares
50,000 options with an exercise price of $0.22 per shure were converted to shares
50,000 options with an exercise price of $0.23 per shure lapsed.

50,000 options with an exercise price of $0.53 per shure were granted

s 50000 options with an exercise price ot $0.60 per shure were granted

e 862,069 options with un exercise price ol $0.38 per share were granted.

Indemnification and insurance of directors
During the finuncial year, the Company has to insure directors und officers of the Company. The premiom paid is
commercially sensitive and so is not disclosed.
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Indemnification and insurance of directors (continued)

The liubilities insured are legat costs that may be incurred in defending civil or crimina! proceedings thut may be brought
against the officers in their capacity as officers of the Company and iny other payments wrising from labilites incurred by
the offfcers in connection with such proceedings, other than where swch labilitics arise out of conducet involving a wilful
breach of duty by the officers or the improper use by the officers of their position or of information to gain advantage for
themselves or someone ¢lse or W cause detriment to the Company, It is not possible to apportion the premium between
amounts reluting to the insurance agninst lega) costs und those relating to other liabilities,

Non-audit serviees
There were no non-gudit services provided during the linancial yewr.

Auditors’ Independence Declaration
A copy of the Auditors” independence decliration, ss required under section 307C of the Compuorations Act 2001, is set out
on puge 40

Signed in accordance with a resolution of'the Directors

Uy

P MOLYNEUX C GRAHAM
Dircctor Director
Melbourne

12 September 2006.




PricawsterhouseCoopers
ABN 52 780 423 757

Frestivwater Place
2 Southbank Boulavand
SOUTHBANK VIC 3008
GPQ Box 1331L
MELBOURNE VIC 3001
DX 77

H ] H Website:www.pwe.com/au
Auditor's Independence Declaration Telephone +61 2 6266 0000
Foacsimile +81 2 8268 D099

As lead auditor for the audit of Anadis Limited for the year endad 30 June
2008, | declare that to the best of my knowledge and belief, there have been:

a) no contraventions of the auditor independence requiremants of the Corporations Act 2001 in
relation to the audit; and
b) no contraventions of any applicable code of professional conduct In relation to the audi.

This declaration is in respect of Anadis Limited during the period.

A

Anton Linschoten Melbourne
Partner 12 September 2006
PricewaterhouseCoopers

Liability limited oy a scheme approved under Professional Standards Legistation
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Corporate Governance

The Board of Anadis 1imited is accountable to the sharcholders and other stakehalders for the performance of the
Company. To this end, the Board is commitied to maintaining the highest ethical standards and best practice in the arca of
corpontte govemanee to ensure that the Company’s business is conducted in the best interests of ull concemed.

The Cempuny hus prepared and implemented practices that address all the Principies set out by the ASX Corporute
Governance Council. These practices will be reviewed regutarty 1o ensure their relevance and application to the Company's

responsibifities and activities.

By adopting these Principles, the Board seeks to create value and provide accountability commensurate with the risks
involved.

ASX Principle I: Lay selid foundations for management aed oversight.

Role of the Board.

The primary rofe of the Board is Lo provide effective govemance over the Company’s atfairs to ensure the interests of the
shareholders ure protected and the confidence of the investing market is maintnined whilst having regurd for the interests of

all the stakcholders.

This role is exercised by the Board, as whole, und each director excrcising diligent attention to the affairs of the Compuny.
In particulur the Board is responsible for:

b, Setting the Company's values and stendards of conduct end ensuring that these arc adhered to,

2. Providing strategic direction and approving corporale strategic initiatives.

3. Oversight of the Company, including its control and sccoumnbility systems,

4. Appointing ond removing the chicf exceutive officer,

5. Reviewing ind ratifying systems of risk monugement and internal complignee and controls. codes of conduct und

[egul compliance,

6. Monitoring senior munagement perlormance and ensuring nppropriate resources are availuble,

7. Approving und monitoring the progress of major capitul expenditare, capital management and acquisitions and
divestitures, snd

8. Approving und monitoring finunciaf and other reporting tw shareholders and regulutory suthorities.

To ensure that al) new Board members understand what is expected of them. in addition to their obligations under (he
Corporstion Luw, the Company provides them with a letter seuting out the key terms and conditions relating to their

appointment.

Role of Manspement.

Through the chief excentive oHicer, manogement is responsible to the Board for the;

1. Development and implementation of agreed corporute strutegy and performance objectives,

2. Undertuking the day to day activitics of the Company,

3. Identifying a1l matters to be included in a risk profile of the Company mnd ensuring that effective risk munagement
systems are implemented and adhered to,

4. Observing the code of conduct, and

5. Easuring that the Bourd is fully informed of 11! satters which may have o muteriul impuct on the ability of the
Company to meet its obligutions.
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ASX Principle 2: Structure the Board to add value.

Noard Composition.
The Bourd determines its size and composition. subject 10 the limits imposed by the Company’s Constitution, which requires
a minimum of three and u maximum of ten. Currently there are six (6) directors.

Tt Company will at all limes bear in mind the need to have a majority of independent divectors. An independent director is
independent of management and fiee of uny husiness or other relationship that could materiafly imerfere with the exercise of

their unfettered und independent judgment.

Notwithstanding this, the Board recognises that in a smuolf, specialised industry such os biotechnology. it is very desiruble
thut board members have some industry background snd thereiore muy not be complelely independent.

Currently all non-executive directors, including the Chairmun, are considered 1o be independent except Mr. Nudel.

In particulur, the Board has considered the independence of Professor Roy Robins-Browne.

Much of the Company's rescarch work is done at the University of Melbourne in departinents mannged by Professor
Robins-Browne. The work was initially won on a competitive basis and no personul benefit is camed by Professor Robins-
Browne as a consequence of this work. [n fiict, the Company believes it benefits from the oversight of research consequent

upon Professor Robins-Browne's supervision.

Mr. Nudel is not considered to be independent us he is a director of Paracroft Pty. Ltd. a member of the Anadis Group who
is a substantial sharcholder.

The current Board members are:

Director Independent | Non=executive Roard roles

Philip G. Molyneux YES YES Board Chairman
Appointed: E5/1/1998 Audit & Risk Commitiee
Re-clected: 2004

Conar ). Grpham - NO CEQ/MD
Appointed: 1/5/1997

Dr. Peter ). Jenking YES YES Chair Audit & Risk
Appointed: 17/1/94 Committee
Re-clected: 2005 Science Commitiee
Arie L. Nugdel NO YES Audit & Risk Committee

Appoeinted 12/7/2005
Elected 2005

Prof Roy Robins- YES YES Chair Science Committee
Browue
Appointed: 2/2/98
Re-clected: 2003
Roman Zwolenski YES YES Audit & Risk Committee
Appointed: 24/9402
Re-clected: 2005

The skills, experience and expertise of each director is set in the Directors Report in the annual report.

The Board cotlectively and each director individunlty may take, mt the expense of the Company. such independent
professionnl advice as is considered necessary to fulfil their refevant duties and responsibitities,

BBoarg Comnuittees
The Board has estabtished two committees. Audit & Risk and Science, to assist in the exceution ol its duties und 10 allow
detgiled consideration of complex issues.

The Company does not have a separate nominution comumitiee of a remuneration commiliee as these sks are carried ow by
the full Board, The Board believes that, ot this stage of the Company's development, these functions are best handled by the
full Board. The Board will establish other conumitiees, either permanent or ad hoe, as reguired by the Company's faware
development. [n addition and for the reasons mentioned, the Board does not carrently have a formaul policy on selecting, new
directors.
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ASX Principle 2: Strocture the Board to add value. (continued)

Audit & Risk Management Comnmrittee.

The Comminee is dedicated to independemtby:
1 Verifying und sufeguarding the integrity ofthe company's reporting,
2 ldentifying, nssessing und monitoring management spplications of risk minimisation procedures, and
3 Informing the Board of muterint chunges to the Compuny”'s risk profile.

The Board has given the Committee sl the necessury powers to cary out the above,
Science Commitice.

The primary objective of the Committee is 1o provide technical suppont to menagement in the conduct of the Compuny's
reseurch programs and to critically review the rescarch findings.

This is achieved by undertaking regular meetings with management and providing aceess to a wide range of scientific
knowledge including a number of technical advisors retained by the Company.

ASX Principle 3: Promote ethiczl and responsibfe decision- making,
The Company has adopted the Australian Natienai Health and Medical Research Council guideiines on ethical resesrch
practices.

Code of Conducl,

Anadis is guided in all its activities by respect for alf its stakeholders including employees, shareholders, contractors,
customers and suppliers,

The Board has articuluted the Company's requirements for standards of conducy, from directors and senior management,

based on the following principles:
1. Directors are subjeet to re-cleetion every thiee years,
2. The Chairman must be independent,
3. Conflict of interest must be avoided wherever possible. 11, {or any reason, a potentiat conllict avises, the
director/employee must declare the contlict and absent themselves from uil discussions and decisiony on the
refevant matter.

4. Fmployees and dircctors must respect the contidentiality of the Company's assels, including intellectonl propenty,

both during and afler employment,

. The Company will comply with all relevant tegislation and regulation,

The Company will dea! fairty with all its stukeholders, imd

7. The Company will promote a culture of ethical behavior, encournging openncss amongst employees, dircctors and
contractors.

[~ XV

Troding in Company Securitics,

The Company’s policy is thut there be no deatings in the Company s securities, whether in permitted periods or st gny other
time:

1. When a designuted officer is in possession of inside information, or

2. Where the desling is for short-term or speeulative gain, or

3. Within u period that is 72 hours prior to and 48 hours afler any announcement,

Apart from these restrictions 1 desipgnuted officer can. unless there are special chrcumstances, onty deol in the Company’s

securities in the following periods:

»  Within the period commencing 48 hours after the snnouncernent of the half vear and full vear financiat results
respectively and ending ) month afier each of those announcements.

+  Within the period commencing 48 hours atter the disputch of the annual report mede to sharchotders through to one
month after the annusl genery) meeting.

Ench dircctor has entered into an agreement with the Company to provide information to alow the Company to votify the
ASX ol any share transaction within five business days.
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ASX Principle 4: Sufeguard integrity in finsneial reporting,

In addition 1o the financiuf review functions of the Audit & Risk Committee referred to above, the Board vegularly reviews
the monthly financind reports. 1t also reguives the Chief Exceutive Officer to provide written essurunces in respect to the
accuracy und compliance of the aanual and hulf yearty pubtished financial statements. Due io the size of the Company. there
is not a separute role for a Chief Financial Officer and, as a resubt, the Chief Executive Officer fills thut role,

The Audit & Risk Committes has its own Churter, four non-executive members (three of whom are independent). [1is
chaired by &n independent member who is not the chairman of the Board. Dewils of the nutiber of meetings are set out in
the Directors Report in the annual report.

The auditor provides & certificate 10 the Company conlirming their independence. Rotation of the suditor has proceeded as
required by Law or Regulation. The Compuny currently has no intention of replacing the existing auditors, however should
this arise it will made a sclection following a competitive process. Non audit work is arranged based on cost and the needs
of'the Company

ASX Principle 5: Making timely and bafanced disclosure.

As a compeny whose shares are traded on the Ausirslian Stock Exchange (ASX), Anadis is very conscious that it hus an
obligation to ensure thut the market is both fully and aceurately informed sbout material matters by timely snd balanced
disclosure.

The information disclosed will be fhetual und presented in b clear and balanced wuy, The Company has prepared and issued
to all senior staffu written policy document on this matter and reguires strict adherence 1o this policy. Continuous disclosure
ix a standard ugenda item at all Board meetings.

ASX Principle 6: Respect the rights of sharehalders.
The Compuny is committed to respecting the rights of sharcholders and fhcilitating the effective exercise of those rights.

This is uchigved by
1. Effective und regular communications including o reguiar newsleiter und modern up w date website.
2. Providing access to timely, balanced and understandable information about the Compuny and its current and futare
direction, and
3. Fecilituting casy participation at gencral meetings.

The Company's external suditor attends each general meeting and is available to answer any questions with regard to the
conduct of the audit and their report.

ASX Principle 7: Recugnise and managing rish.

In addition o the risk review functions of the Audit & Risk Manugemem Commitge refesred o ubove, the Board receives
regulur writtcn reports from the Scicnce Committee and the Chief Exeautive Officer covering all matters within their
respective portfolios.

As part of its Charter, the Audit & Risk Munagement Committer hus prepared an unnual checklist of risk manugement and
futernal control matters whick it systematically reviews with senior staiT including external consultants. The Chief
Exccutive Officer also provides o written stutement that the control systems ure operating efficiently and effectively in alf
materinl respects.

In addition to the usunl business risks, (he particular risks associnted with the Company's uctivities are:
1. long lead times and high costs associated with bictech R&D |
2. the low success rate of biotech reseurch in Australia,
3. stringent health regulations which are subject to regular change,
4. the high level of funding required over a long period of lime, ond
5. securing intellectual property.
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ASX Principle 8: Encourage enhanced performance.

To ensure that the directors and key exeeutives are equipped to develop the Company, the directors are committed to fairly
review and actively encourage enhanced board und manngement effectiveness.

This wilt be achieved by infonning, training, srd cvaluating individual and collective performance regulurly and fairly.

Qualitative indicatars are established for board members (including their roles on committees) und key executives and their
performance will be regulacly reviewed against these indicators. Thiy is an ongoing process schieved through the
completion of questionnaires and peee ussessment.

ASX Principle 9: Remanerate fairly and responsibly.

The Board notes the Corporate Govermnance Council recognises that, for small companics, the eificiencies expected to flow
{rom a formal commitiee structure may not be apparent. The Board agrees with this view.,

The {ull Boasd will exercise these responsibilitics und set the policies for remuncration of direetors und senior munagers so
a5 to comply with the Corporstion Act, sccounting standords and the ASX Listing Rules. Remuneration for executive
directors and staft is determined by reference to murket rutes. From time to ime employees are offered Options under plans
previously agreed by shurzholders. In e company at this stage of its development. the enly meaningful performance wrget is
the share price und the exercise price for such options ure set well in advance of where the shures ure trading at the time of
issue and, for excculives, usuafly have n two year vesting period.

As the number of options on issue at anyone time is low and the price and exercise periods differ, the Board considers that
the exercise of such options will have little or no eifect on the Company’s share price or Eumings Per Share.

In setting remuneration for non-executive directors, the Bourd will use the following prineiples;

1. Non-excoutive directors shati be paid fees und superannoation plos supplements for committee work within the
aggregate mmount set by shareholders in general meeting (last set in 2005 at $350.000 for cash remuncration),

2. Nom-exeeutive directors participate in options srrungements subject to sharcholder approval. The Board does not

accept that options should not be given to non-exceutive directors as it believes (und sharcholders hove previously

agreed) thot in an R& D company their particutar expertise is vital to the weam eflort and therelore options are a

valid incentive,

Non-executive directors retirement payments sre limited to compulsory employer superonnuation. and

Bonuses will not be paid to non-executive dircctors.

o o0

Details of remuneration paid to directors and senior stafi is set out in the Directors Report in the unnual report,

ASX Principle 1: Recognise the legitimate interests of stakeholders,

The Board is commitfed to delivering maoximum share value (o the shareholders while maintaining high standards of
customer service snd employment. In addition, the Company aims to achieve full compliance with relevunt legislation and

contribute to the wider community and therefore all stekeholders.

This will be uchieved by the application of the principles set out in this Caorporate Governance Statement.
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Revenue from continuing operations

Other incnme

Row mnterigls used

Employee benefits expense
Depreciation

Ympairment charge

Finance costs

Research and development — external
Grant applications costs

Factory overheads

Directors’ fees

Travel expenses

Product marketing - external

Expon development

Consultants costs

Sharcholder relations

Corporate und administrative expenses
L.oss hefore income tax

Income tax benefit
Loss attributable to members of Anadis Limited
Lauss from continuing operations

Net loss for the year

Lass per share for loss from cootinuing operations
atiributable to the ordinary equity holders of the
company

Basic carnings per shore

Diluted camings per share

Lauss per share sttribatable to the ordinary equity holders

of the company
Basic eamings per share
Diluted eamings per share

The above Income Statementy siwoald be read ia conjunction with the accompanying Notes,

Notes

5

6

25
25

25
25

2006 2608
s $

4. 108,587 S 102,383

704.834 687,375
{2.577171) (3,065,639
{2.270,001) (1,938,524
(174,187 (171,059
(293.119) -
. (168)
(762,660) (R00,069)
(30,475 (70,110)
(205,269) (203.208)
(256,150) (189387
(122.863) {93,282)
(939.601) (377.696)
(49,048%) (18.670)
(178,353) (28.378)
(138,838) {96.270)
(355.617) {326,886}
{3.559.931) {1.658.582)
249 879
{3.539931) (1,358,703)
{3.559.931) (1,358,703)
{3,559.931) (1,358,703)
Cents Cents
(3.84) {1.48)
(3.84) {1.48}
(3.84) (1.4%)
(3.84) (1.48)
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Balance Sheets
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ASSETS

Current Assets
Cash & cash equivalents
Receivables
Held to maturity investmenss
Inventories
Other assels

Total Current assets

Non-Current Assets
Property, plunt und equipment
Inumngible assets

Tutat Non-Current Assels

TOTAL ASSETS

LIABILITIES
Current Liabilities
Accounts payvable
Provisions
Other

Taotal Current 1isbilities

Non-Curvent Liabilities
Provisions
Totat Non-Cuorrent Liabilities

TOTAL LIABILITIES
NET ASSETS

EQUITY
Contributed equity
Reserves
Accumulated losses

TOTAL FQUITY

Notes

10
1
12

15

6
17

18
19
19

2006 2005
$ $
1.434,265 178,660
815,670 967,985
1,100,000 3.479.217
1,589,705 1,288,980
58,805 126,219
1,998,445 6,041,061
1.626,806 1,738,671
- 293,119
1,626,806 2,031,790
6,025,251 8,072,851
1181,920 924,664
53,239 41,891
151,325 125,000
1,386,484 1.091.555
60,120 22,898
60,120 22,898
1,446,604 1114453
5,178,647 6,958,398
18,729,796 16,984,561
78,208 43,260
(13,629,354) £10,069.423)
5,178,647 6,958,398

The above Balance Sheers should be read in conjunction with the accompunying Notes




Anadis Limited
Statements of Changes in Equity
For the year ended 30 June 2006

Taotal equity at the beginning of the financial year

Net ineome recognised directly in equity
Profit/{Loss) for the {inancial yeur
Tetal recognised income and expense for the year

Transactions with equity holders in their capacity as equity
holders:

Contributions of cquity, net of trunsaction costs

Share options

Tuotal equity at the end of the financial year

Notes

18
19

2006 245
) §

6958398 4.031,328
(3.559.931) (1.358.703)
{3.559.931) (1,334,703}
1.745.235 4242513
34,945 43,26)
1,780,180 4,285,773
5,178.647 6,958,398

The abvve Starements of Changes in Equity should be read in conjunction with the accompanying Notex



Anadis Limited
Cash Flow Statements

For the year ended 30 June 206

CASH FLOWS FRONM OPERATI]
Receipls from customers (inclusivy
fax)
Payments 1 suppliers und employy
and services ax)

Intersst received
Grants received

R&D 1ax rebate

Interest paid

G ACTIVITIES
of goods and services

s (inclusive of goods

Net Cash (outflow) lrom Operating Abtivities

CASH FLOWS FROM INVESTIN
Payment for plunt and equipment
Proceeds from maturing debentures
Investments in debentores

5 ACTIVITIES

Net Cash inilow/(outllow) from Invesling Activities

CASH FLOWS FROM FINANCINE ACTIVITIES
Proceeds from issue of shares & other equitics

Share plocement cost

Net Cash inflow from Finuncing Actiyities

Net inerease/{decrease) i cash and caph equivaleats
Cash and cash equivalents at beginning of financial year

(Cash and e¢ash cquivalents at end of{finsneial year

The above Cash Flow Statements sho

Note

24

——

C49 )

2006 2005
Ioflow / Inflow /
(Datiflow) {Outflow)

s $
4,517,234 5,041,619
(8,257,036} {8.107.640)
(3,739.802) {3.066,021}

143,905 184,854
789,37\ 825,657
- 299,874
- (168)
(2,806,526) {1,755,799)
(62,321) (140,671
2,379,217
- (2479217
2,316,896 {2,619,888)
1,824,001 4,251,000
{78.766) (R.487)
1,745,235 4,242,513
1,255,605 (133,174}
178,668 311.834
1,434,263 178,660

Lld be read in conjunction with the accompuanying Notes,
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Anadis Limited
Notes to the Financial Statements
30 June 2006

Note 1, Summary of significant accounting policies

The principa) accounting policies udopted in the preparation of the Grunciul report are set out below. These policies have
been consistently applied to all the years presented. unless otherwise stated.

(n) Basis of preparation

This peneral purpose financial report has been prepared in accordance with Austrulian equivalents (o Intemational Financial
Reporting Standards (AJFRSs), other authorilative pronouncements of the Austrulian Accounting Standards Board, Urgent
Issues Group Interpretations and the Corporations Act 2601

Compliance with IFRSy
Australtan Accounting Standards include AIFRSs. Compliunce with ATFRSs ensures thut the financiul statements and notes
of the Company comply with Intermauonal Financial Reporting Standurds (IFRSs).

Application of AASB 1 First-time Adoption of Australian Equivatents to International Finaneigl Reporting Sumdirds
‘These financial statements are the first Anadis Lirnited finunciul statements to be prepared in accordunce with A[FRSs.
AASB | First iime Adoption of Australian Equivalents to International Financial Reporting Standards has been applied in
preparing these financial statements,

Finuncial statements of Anadis Limited until 30 June 2005 had been prepared in accordance with previous Austrafian
Generally Accepted Accounting Principles (AGAAP). AGAAP differs in certain respects from AJFRS. When preporing
the Company's financial report for the year ended 30 June 2006, manugement has amended certain uccounting and valuation
methods applied in the previous AGAAP financial statements to comply with AIFRS. With the exception of fimancial
instruments, the conparetive figures in respect of 2005 were restated to reflect these sdjustments. The Company has taken
the exemption available under AASE 1 to only apply AASB 132 and AASB 139 from 1 July 2008,

Reconciliations and descriptions of the effect of transition from previous AGAAP to AIFRSs on the Company’s equity and
iis ncl income are given in Note 27

Historical cost convention
These finuncial statements have been prepared under the historical cost convention.

Critical nccounting estimates

The preparztion of fingncial statements in conformity with AIFRS requires the use of ecrtain critical accounting estimates. 1t
also requires management to exercise its judgement in the process of applying the Company”s accounting policies. The
greas involving u higher degrec of judgement or complexity, or areas where assumptions und estimates are significam to the
finuncial staterents, are disclosed in Note 3.

Gaing concern

At 30 June 2006 and 2005, the Company’s cash and investments were approximately $2.2 miflion and $3.7 million,
vespectively, end for the year ended 33 June 2006 and 2003, the Company experienced pperating losses of $3.6 million and
$1.7 million, and operating acl cash outflows of $2.8 million and $ 1.8 miltion, respectively. These outflows arose from
expenscs ussocinted with the promotion of the company s first product on the murket, Trevedan, and research nnd
development progrems. As a result of the continuing losses und cash ouiflows from operations the Directors have assessed
the Compuny's ability to continue as 4 oing concern and to pay its debts as and when they fall due.

The Company's ability to fund its opermions is dependent upon obtaining income from the commercialisation of its research
and development projects, supplemented by contract manufacturing and grant incomes, and from the ruising of additional
capital through new sourees of financing. Ultimately, the Company's continuation as a going concern is dependent upon
achieving profitable operations through the successful commercialisation of its products and technology.

As a result of the difficulty in predicting (he Liming and quantun of income from the conmercialization of its products und
technology, including Truvelan und EV7), there is signilicant uncerainty whether the Company wilt be uble o continue as
o going concern and realise its ussets and extinguish its tiahilities in the normul course of business end at the amounts stated
in the Ginancial report.

However, the Dircetors ure confident thot the Company’s planned initintives will be successfully achieved during the next 12
months providing access to adequate financinl resotrces. Specifically, in July 2006 the company signed u further two year
vontrect with Aussie Bodies ensuring a supplementary income flow from contract manufacturing und in Asgust 2006 the
company signed contracts for the distribution of Travelan internationufly. Furthenmore, the company has a history of’
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Anadis Limited
Notes to the Financial Statements
30 June 2006

Note 1. Summary of significant accounting policies (continued)

CGoing concern (continued)

suceessfid capital ruising, inctuding the raising ol $1.6 mitlion in June 2006, and the directors are confident of the
company’s abilily i ruise further capitul if the need arises.

Accordingly, the Directors have prepared the {inuncials on a going concein basis. Ay such, the financial statementy do not
include any adjustments as to the recoverubility and classification of recorded ssset amounts or to the amounts and
classification of ligbilities that might be necessary should the entity not continue as o going concem.

(b) Sepgmeat reporting

A business segment is ¢ group of assets and operations enguged in providing products or services thot ere subject to risks
and returns that are different w those of other business scgments. A geographical segment is enguged in providing products
or services within a particulur economic environment and is subject to risks wnd retums that are different from those of
segments operating in other cconomic enviromments.

(c) Fareigo curreacy translation

£} Functional and presentation currency

liems included in the financial statements are measured using the currency of the primary cconomic environment in which
the entity operates (“the functionul currency™), The finunciul statements are presented in Australion dollars, which is the
Company’s functionsl and presentation currency.

(it} Transactions and balunces

Transactions in forcign curencies are translated into the functional currency using the mtes ol exchange ruling ut the dute of
ench iransaction. At balance dute, amounnts owtstanding in foreign currencies are transluted into the functional currency
using the rate of exchange ruling at the end of the financial year. All ptins und losses are brought to account in determining
the profit or loss for the year.

(d) Revenoe recognition

Revenue is measured at the fair value of the considertion received or receivable. Amounts disclosed as revenus are el of
returns, Lrade allowances and duties snd tux paid. The following specific revenue criterin must b met before revenue is
recogniscd:

Sate of Goods - Signi{icam risks und rewards of ownership of goods hus passed to the buyer,

Interest — Interest revenue is recognised using the effective interest eate method.

(e) Government grunts

Grants from the government are recognised ut their fair value where there is 2 reasonable assurunce that the grant wilk be
received and the Company will comply with all attachied conditions.

Government grants relating to costs are deferred or acerved such that they are recognised in the income statement over the
period necessary to mateh them with the costs that they are intended to compensate.

[43] Income {ax

The income tax expense or revenue for the period is the 1ax payable or tux rebate receivable on the current period’s tuxable
income adjusted by changes in deferred wx assets and labilities altributable to temporary differences between the tax base
of assets and labilitics and thedr currving amounts in the {inuncial statemeants, and to unused tax losses.

Deterved tux assets and liabilities ere recognised for t¢mporary differenees at the Lax rates expected to apply when the ossets
are recovered or Habilities are settled, based on those Lx rates which ure enacted or substantially ensced for each
Jjurisdiction. The relevent tax rates applied to the cumulative amounts of deductible and taxable temporary ditferences to
measure the deferred tax agset or linhility. An exception is made for certain temporary ditlerences arising (rom the initiaf
recognition of an usset or u liability. No defermred wax assel or libility is recognised in relation to these temporary differences



Anadis Limited
Notes to the Financial Statements
36 Junpe 2006

Note 1. Summary of significant accounting policies (continued)

) Income tax (continoed}

if they arose in a transsction, other than business combination, that at the time of the transaction did not af¥ect cither
geeounting, profit or taxable profit or loss.

Deferred tax assets are recogaised for deductible temporury differences end unused tax losses only if'it is probable thut
future taxable amounts will be available to utifise those temporary differences and losses.

(g) Impairment of assets

Goodwill and intangible assets thut have an indefinite useiul life are not subject o umortisution and are tested annustly for
impairment Assets that are subject to amortisation are reviewed for impatrmem whenever events or changes in
circumstances indicate that the currying amount may not be recoveruble. An impairment loss is recognised for the amount
by which the asset™s carrying amount exceeds its recoversble amount. The recovernble amount is the bigher of an asset™s
fair vatue [ess costs to selt and value inuse. For the purposes of assessing impairment, ussets are grouped at the lowest
levels {or which there ure sepurutely identifiable cash flows (cash generting wnits).

(h) Cash and cash equivalents

Cush and cash equivalents includes cash on hand, deposits hetd st call with financial institutions, other short-tenn, highty
liguid investments with original maturities of three months or less that ave readily convertible to known umounts of cash and
which are subject to in insignificant risk of chunges in value, and bunk overdrafls.

(i) Trade Receivahbles

Trade receivables are recognised initiafly at fuir vatoe and subsequently measured at amortised cost, less provision for
doubti) debts. Trade reccivables ure due for settlement no more then 30 days from ihe date of recognition.

Collectibifity of rade receivables is reviewed on an ongoing basis. Debts which are known to be uncollectible are written
off. A provision for doubtful receivables is established when there is objective evidence that the Company will not be able
to collect ull amounts due sccording to the originul terms of receivables. The umount of the provision is the difterence
between the asset’s carrying amount and the present value of estimated future cash flows. The amount of the provision is
recognised in the income statement.

3] Llnventories

Ranw malerials, work in progress und {inished goods are stated at the lower of cost and net realisable value. Cost comprises
direct materials, direct labour and an appropriate praporiion of variable and fixed overheads expenditure, the lutter being
allocated on the basis of normul operuting capacity. Costs are assigned to individuul items of inventory on basis of weighted
avernge costs. Net realisable value is the estimated selling price in the ordinary course of business less the estimated costs of
completion and the estimuted costs necessury to moke the sale.

(k) Property, plant and equipment

Buildings and plant and equipment are stated at historical cost less depreciation.  Historical cost incluades expenditure that is
dircetly attributable to the acquisition of the items.

Repairs and maintenunce are churged to the income statement daring the financial period in which they are incurred.

Land is stated m historical cost snd not depreciated. Depreciation on other assets is calewtated osing (he straight Hue method
to ullocate thelr cost or revalued amounts, net of their residugl values, over their estimied useful lives, us ollows:

- Buildings 50 years

- Building lmprovements 10-40 years
- Plant & Equipment 3-13 years
- Camputers 2-4 years

- Fumniture and fittings $-13 ycars

The assets” residual vatues and useful lives are reviewed. und adjusted it appropriate. annually.
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Anadis Limited
Notes to the Financial Statements
30 June 2006

Note 1. Summary of significant accounting policies (continued)
(k) Property, plant and equipment (continoed)

An assel’s corrying smount is written down immediately to its recoverable amount if the asset’s camying amount is greater
than its estimated reeoveruble amount (Note 1(g)).

Gains and logses on disposals are determined by comparing procceds with carrying amount, These are included in e
income statemenl. When revaloed assets are sold, it is the Compuny”s policy 1o transfer the amounis incloded in other
Feserves in respect of those assets to retuined carnings.

n Intangible asseis

{i} Goodwill

Goodwill represents the excess of the cost of un sequisition over the fair value of the Company's share of the net
identifiable ussets of the nequired business ai the date of sequisition. Goodwill is not amortised. [nstead, goodwill is ested
for impairment annually, or more frequently i events or changes in circumstances indicate that it might be impaired, und is
carried at cost less accumulated impairment losses.

Goodwill is allocated 1o cash-generating wnits for the purpose of impainnenl testing.

{ii} Research and development
Expenditure on research setivities, undertaken with the prospect of obtaining new scientific or technical knowledge and
understanding, is recognised in the income statermnent as an expense when it s incurred.

Expenditure on developiment activities, being the application of research findings or ather knowledge to a plan or design for
the production of new or substantially improved products or services before the start of commercial production or use, is
capitulised if it is probable thit the product or service i3 technically end conunercially feasible, will generate probable
economic henefits und adequate resources are uvatleble to complete development. Other development expenditure is
recognised in the income stotement as an expense a5 incurred.

(m) Trade and other payables

These smounts represent {iabilities tor goods and services provided 1o the entity prior to the end of the financial year and
which are unpaid. The amounts are unsecured and are usually paid within 36 doys of recognition,

(o) Employee benefits

(i} Wages and sulurizs, annual leave and sick leave

Liubilities for wages and saluries, including non-monetary benefits and annual leave expecied to be settled within 12 months
of the reporting date are recopnised in other payables in respect of employees™ serviees up Lo the reporting date and are
meusured at the winounts expected (o be paid when the [iabilities ure seuled. Liabilites for non-accumuluting sick Jeave are
recognised when the leave is taken and measured at the rutes paid or pavable.

{ii} Long service leave

The labiliyy for long service leave is recognised in the provision for employee benelits and measured s the present value of
expected future payments 1o be made. Consideration is given to expected future wage and salary levels, experience of
employee departures and periods of service. Expected future payments are discounted using market yields at the reporting
date on national government bonds with terms to maturity that match, as closely 85 possible, the estimate future cush flows,

{iii} Retirement benefit obligations
All employees of the Company are entitled to benefits on retirement firom their own individual private superannuation plans.

(ivj Share-bused payments
Share-based compensation benefits are provided 1o employees via the Anadis Executive Share Plan No ) or No. 2.

Shares options granted before 7 November 2002 and/or vesied before 1 Junuary 2005,
No expense is recognised in respeet of these options. The shares are recognised when the options are exercised and the
proceeds received allocated to share capital.
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Notes to the Financial Statements

" 30 June 2006

Note 1. Summary of significant accounting policies (continued)

(m) Employee benefits {(continued)

Shares options granted after 7 Novemnber 2002 and vested afier | January 2005,

The fair value of options granted under the Anudis Executive Share Plun No 1 or No. 2 are recognised as an employee
benefil expense with a eorvesponding increase in equity. The fiir value is measured at grant dote and recogrised over the
period during which the employees become unconditionally entitled to the options.

The fair value at yrant date is independently determined using a Black-Scholes option pricing model that takes into account
the exercise price, the torm of the option, the vesting and performance criteria, the impact of dilmion, the non-tradeuble
nuture of the option, the shure price ut grant date und expected price volagility of the underlying share, the expected dividend
yield and the risk-free interest rate for the 1enn of the option.

The fair value of the options granted excludes the impact of any non-markel vesting conditions ({ov example, profitability
und sales prowth targels). Non-market vesting conditions are included in assumptions about the number of options thet sre
expected to become exercisable. At each balance sheet date, the entity revises its estimate of the number of options that are
expected 1o become exercisable. The emplovee benefit expense cecognised each period tukes into account the most recent
estimate.

Upon the exercise of options, the balanee of the share-based payments reserve relating to those options is transferred to
shure capitul.

(v} Termination benefits

‘Termination benetits are payable when employment is terminated before the normal retivement dute, or when an cmployee
acoepts voluntary redundancy in exchange for these benetits, The Company recognises termination benefits whep it is
demonstrebly comminted tw either terminating the employvinent of current employces according to a detailed formal plan
without possibility of withdrawsl or providing termination benefits as a result of an offer made to encowrage voluntary
redundancy. Benefits fulling due more than 12 months after balunce sheet date are discounted to present value.

(o) Investments and other financial assets

From |1 July, 2004 to 30 June, 2005

The Compeny has wken the cxcmption available under AASB 1 10 apply AASB 132 and AASB 139 only from 1 July, 20045,
The Compeny has applied previous AGAAYP to the comparative information on financial instruments within the scope of
AASD 132 and AASE 139,

Adjusiments on fransition date: | July, 2008
Held-to-maturity investments and loans and receivables are measured at amortised cost.

At trunsition there hos been no material adjustments. For funther information eoncerning the adjustments on transition date
reference should be made to held-to-muturity investments — Note 10,

From | July, 2005
The Compuny clussifics its debentures as held-to-maturity investments.

Held-to-mutarity investments are non-derivative financinl assets with fixed or detgrminable payments that are not fiaed
muturities that the Company's manggement has the positive intention and ability (o hold to muturity.

m Contributed equity

Ordinary shares arc clussified s cquity. Incremental costs directly attributable to the issue of new shares or options are
shown in cyuity as o deduction, net of' lax, from the proceeds.

(q) Farnings per share

(i) Basic carnings per share

Basic earmings per share iy caleulated by dividing the profit or loss attributable to equity holders of the Company, excluding
any costs of servicing equity other than ordinary shares, by the weighted average number of ordinary shares outstanding,
during the full year, adjusted for bonus ¢lements in ordinery shares issued doring the full year.
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Notes to the Financial Statements
30 June 2006

Note 1. Summary of significant accounting policies (continued)

(g} Earnings per share (continued)

(ii} Diluted earnings per share

Dituted camings per share adjusts the figures used in the determination of basic carmings per share (o take into accoun the
sfter income tax effect of interest und other financing costs associated with dilutive potentiol ordinary

shares and the weighted average number of shures assumed to have been issued for no consideration in refation to dilutive
potential ordinary shares.

r) Fair value estimation

The fair value of financial assets and financial liabilitics must be estimated for recognition and measurement or for
disctosure purposcs.

The rominal value fess estimuted credit adjustments of trude receivables und payables e sssumed o approximate their fair
values. The fair value of financial Habilities for disclosure purposes is estimated by discounting the firture contractual cash
flows at the current market interest rute that is availuble to the Company for similor financial instruments.

() Goods and Services Tax (GST)

Revenues, expenses and assets gre Tecognised net of the umount of essociated GST, unless the GST incurred is not

recoverable from the taxation suthority. in this ease it is recognised as part of the cost of acquisition of the asset or as part of

the expense.

Receivables and payables are stated inclusive of the smount of G871 recoverable or payable. The net amount of GST
recoverable from. or payable to, the taxation authoriiies is included with other receivable or puyables in the balance sheet,

Cush Nows are presented on a gross basis. The GST components of cash flow arising from investing or finuncing sctivities
which are recoversble for, or payable to, the taxation suthorities are presented as opersting cush flow.

(t) New aecounting standards and UlG interpretations

Certain new nccounting standards and UTCG interpretations have been published tha are not mandatory for 30 June, 2006
reporting periods. The Company s assessment of the impuct of these standards and interpretations is set out below.

(i UIG 4 Determining whether an Asset Comtains g Lease.

UTG 4 &s nppliceble to annual periods beginning on or afler ) January 2006, The Company has not elected 1o adopt UIG 4
curly. b will apply V1G4 in its 2007 financiel statemnents and the UG 4 transition provisions. The Company will therefore
apply UG 4 on the basis of fucts und circumstances thut existed as of U July 2006, Implementation ol UTG 4 is not
expected to change the aceounting lor any of the Company’s curent armangements.

(ii} AASB 2005-9 Amendmentis fo Australian Accounting Standards {AASB 4, AASB 1023, AASE 139 & AASB 132

AASBE 2005-9 is applicable to annual reporting periods beginning on or after | Jonoary 2006. The omendments relate to the
gecounting for financial gunrantee contracts. The Company hus not elected 1o adopt the emendments early. [t will apply the
revised stundards in its 30 June 2007 financia! statements,

(i} AASB 7 Financial instruments: Disclosures and AASE 2005-10 Amendments 1o Anstradian Accounting Standards
[AASB 132, AASB 101, AASB 114, AASBIIF, AASB 133, AASE 139, AASB 1, AASB 4, AASB 1023 & AASB 1038/

AASE 7 and AASE 2005-16 we upplicable to annuat reporting peviods beginning on or after | Junvary 2007, The
Company has not adopled the standards cady. Application of the standards will not atTeet uny of the smounts recognised in
the finuncial statements, bat will impact the type of information disclosed in relation 1o the Company’s financial
instruments.

Note 2. Financial risk management

The Company s uetivitics expose it to 4 variety of financial risks; market risk (including currency risk und fair value interest
rate risk). credit risk, liguidity visk and cash flow interest rute risk. The Company's overull visk manugement program
focuses on the finunciul markets and seeks to minimise potential adverse ¢ifects on the Company™s financial pertormance.
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Note 2. Financial risk management (continued)

Risk management is carried out by management under policies spproved by the Board of DMrectors. Management identifies
and evalugtes financial risk. The Board provides written principles for overalt risk management.

(a) Market risk

(i} Foreign exchange risk.
Forcign exchange risk arises when future commercial transactions and recognised asscts and labilities are determined ina
currency that is nol the Company's functional currency.

The Company operates intermationutly and is exposed to foreign exchange risk urising from curreney exposre.
Munggement will monitor the leve] of forcign exchange risk and employ hedging strategies if appropriate.

{ii) Fuair value interest rate risk.
Reider to (d) below.

(b Credit risk

At the year end Aussic Bodies Pty, Lud. eepreseated 79% of total accounts receivables (Refer Note 28) The Company has
procedures in pince to monitor the [evel and ugeing of receivables to ensure that seles of products and services are made to
customers with en appropriate credit history. The Compuny has a policy thut limits the amount of eredil exposure to any one
financial institution.

(e) Liguidity risk.

Prudent liquidity risk management implies maintuining sufficient cash and murketable securities. The Company monitors
foreseenble cash fiows to identify funding requirement. {Refer to ‘Going concern’, Note 1.}

(d) Cash flow and fair value interest rate risk.

The Company holds debentures, however the value and term of the instruments ure such that the Company’s income and
operating cash flows are not materiully exposed to changes in market interest rates.

The Compuny hus no long-term borrowings.

Note 3. Critical accounting estimates and judgements

Lstimates und judgements are continuelly evaluated and are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the vircumstances.

The Company mukes estimates and assumptions concerning the futare. The resulting sccounting estimates will, by
definition. scldom equul the related actual results, The estimates and sssumptions that have resulted in materiyl edjustment
to the canrving amounts of assets and liabilities within the current financial year are discussed below.

Estimated Impairment of geodwill,

The Company tests annually whether goodwill has suffered any impainmen, in secordunce with the secounting policy stated
in Note 1 (g). The recoverable amounts of cash-generating units have been determined based on value-in-use caleulations.
These calculations require the use of ussumptions. Refer 1o Note 14 for details of these assumptions and the potential impact
of chunges o the ussumptions.

Note 4, Segment Information

Business Scgment:

The Company operutes in two business segments being the conduct of Rescarch & Development sctivities and the
munufacture of health products.

Geographical Segment:

The Company operutes in one geogruphical segment, Australia,
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Note 4.
Primary reporting format ~ husiness segments
2006

Sales o external customers

Interest revenue

Other income
Total segment revenue/inceme

Segment result

‘Faxation

Profit/(Loss) after tax

Scpment nssets

Sepment lisbilities

Deprecintion & amontisation expense
Impairment charge

Other non-cash expenses

Acyuisition of non-current segment ussets
Primary reporting format - business segments
2008

Sules to external customers

Imerest revenue

Other income

Total seginent revenuefincome
Scgment result

Taxation

Profiv{Loss) after tox

Scgment assels

Segment Habilities

Deprecintion & amortisation expense
Other non-cash cxpenses

Acquisition of non-current seyment ussets

Segment Information (continued)

$ $ § S
Manufacturing  Research &  linallocated Total
Development

4,002,371 - - 4,002,371
- - 106,216 106,216
. 704,834 - 704,834
4,002,371 704,834 106,216 4.813.421
{667,102) (1.091,308) (1,801,321}  (3.559.031)
(667,102) {1.091,508) £1.801,321)  (3.559.931}
3,649,061 262,332 2,713,858 6.625.251
766,056 402,684 277,864 1.446.604
94,726 51424 28.037 174,187
293,119 - - 293,119
12,180 14,959 53,462 §0.601
14,276 443 17.603 62,322

$ 8 $ S

Manufacturing  Research & Unallocated Total
Development

4,867,597 - - 4.867,597
- - 234,788 254,788
- 687,375 - 687,375
4,867,597 687,375 234,788 5.789,760
503,604 (925, 114)  (1,237.072)  (1.658,582)
- 299,879 - 299.879
503,604 (625,238) (1,237,072}  (1,358.703)
3.769.633 466,913 3,836,305 $.072,851
446,852 313,975 351,626 1.114,453
90,258 55.592 25,209 174,057
14,995 5,798 20,726 41,519
122,843 - 17,828 140,671

Segment information is prepared in conformity with the accounting policy set out in Note | (b} und the accounting standard

AASH 114 Segment Reporting,
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Note 5. Revenue and Other Income

Revenue
Sale of goods

Interest
Other income

Governmenl granis
Other grunts

Government grants

2006 2005
$ $
4002371 4,867,597
106,216 234,788
4,108,587 5,102,385
69]_.3I2 471 868
13,522 215,507
704,834 687,375

The following government grants were recogniscd as other income by the Company during the financial year:

o Nationul Food Industry Strategy Lad.

*  Dept of Education, Science & Truining
*  Deptof industry, Tourism & Resources
s Aopslmnde

Total - 2006

$221.437
$319.352
$124,718

3 22805
$691.312

There are no unfulfilled eondiiions or other contingencies attaching to these grants. The Company did not benefit directhy

from gny other forms of government assistimee.

Note 6. Expenses

The loss before income 1ax expense includes
the following specific expenses:

Cost of sales of goods
BDeprecintion
Finunce costs ¢xpensed

Reseurch und development expenditure

3.436,753 4,004,243
174,187 171,059

- 168
1,796,342 1,612,489
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Note 7. Income tax expense
2006 2005
$ $
(8} The major commponents of income ax expense are:
Current Income tax
Current Income tax charge (benetit) - (299.879)
Deferred income tax
Relating 1o origination and reversal of temporary differences - -
Income fux churge (benefit) reported in the income statement - (299,879}
(k) Numerical reconciliation of income tax expense to prima facic
tax payable
Accounting Loss from continued operations before income tax {3.559.931) (1.658,582)
Tax at the Austaliar tax rute of 30% (2005 - 30%) (1,067,979 (497,575)
Tax Etlect of:
Rescarch and development tax concession . (7.500)
Rescarch and development cash rebale - (299,879}
Expenditure not allowable as a tax deduction 106912 13,750
Temporary differences not cecognised 86.336 32,903
Tax losses not recognised R YENE Y 458,421
Other [tems . -
Income tx expense/(benedit) reported in the income statement - (299,87%)
fc) Unrecognised temporary ditferences and Lax Josses
Unrecognised wemporary differences and wx losses tor which
no deferred tax asset hus been recognised 9.506.043 7.419.973
Tax effect of wirecognised wmporary ditferences and Lax
lasses tor which ae deferred tax wsset 13 recognised 2.851.813 2.225.992
Potentinl future income tax benefits attributable to wx losses carried forward have not been brought o account at 34 June,

2006 becavse the Divectors do not believe that it is appropriste to regard realisation of the future income 1ax benefits as
probabie.

Nimilarly, future benefits auributable w net temporary differcnees buve not been brought 1o sccount, s the Directors du
not regard the realisation ot such benefits as probable.

This benefit for tax losses will only be obtained if}

a) the Company derives future ussessable income of @ nature and of un amount sufficient to enuble the benelit from the
deductions for the losses o be realised:

(b) the Compuny continues to comply with the conditions for deductibility imposed by the tax legislation; aod

(c) no changes in tax legislotion adversely affeet the Compamy in realising the beneidit from the deductons for the losses.




Anadis Limited
Notes to the Financial Statements

30 June 2006
2006 2005
s $
Note 8. Current assets - Cash and cash equivalents
Cash at bank and on hand 1.434.265 178,660

Cash at bank and on hand

Cash a1 bank cams interest ot rtes applicable 1o chegque accounts. At 30 June, 2006 the rate was 3.45%,

Note 9. Current assets - Receivables

‘T'rade receivables 794,869 909,495
Other receivables 20,801 38,490

815,670 967,985
(a) Bad and doubiful trade receivables

As il trade receivables are considered collectable, no provision has been made for doubtul debis.
[(J] Other receivables

This results from interest camed on debentures but not vet received.

Note 10.  Current assets — Held to maturity investments

Debentires 1.100.060 3479217

The debentures have been issued by o subsidisry of the Company s bankers maturing on 3 March, 2007 and vielding an
interest rate of 3.8%. (2005 - 31,500,000, 3 March, 2006 yielding 5.30%: $1,500,000, 4 Auguse, 2005 yvietding 5.40%:;
$$497.217. 4 August, 2006 vielding 5.75%)

(a) Transition to AASSH 132 and AASB 139

‘The Compuny has taken the exemption availuble under AASB | First-time Adoprion of Australian Equivalents w0
International Financial Reporting Standards 1o apply AASB 132 Financial Instruments: Disclosure and Presentation and
AASB 139 Financial tnstruments: Recognition and Management from 1 July, 2005,

At the date of trunsition to these stundurds st 1 July, 2005 there has been no ingterial adjustments.

(b)Y Fairvalues

‘The fair valae of dehentures approximates their carrving umounts.

Note 11. Current assets - Inventories

2006 2005

§ $
Rew materials and stores — ol cost 1.227,771 806,391
Work in progress — ut cost 59,772 129,343
Finished Cioods - at cost 302,162 353,246
1.589,705 1,288,980

lnventory expense

Inventories recognised as expense during the year ended 30 June, 2006 smounted o $2,5377.171 (2005: $3.065,639)
Write down of invemories to net realiseble value recopnised ay an expense during the year ended 30 June, 2006 amounted to
$2.053 (2005: $4,849) The expense hus been inchuded in “raw materials and consemables ased” in the Income Statement.
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Note 12.  Current assets - Other assets
2006 2005
s 5
Prepayments 58,805 68,007
Accrued Revenue - 58.212
38,805 126,219

Note 13.

Land Buildings Building Plantand  Computer

Non-current assets — Property plant and equipment

Furnitare Total

Improvement eguipment  eguipment & Fitlings

$ s $ 5 ) b S
At 1 July, 2004
= Cost 73,647 635,155 267,412 1,037,543 73,240 141,353 2,248,350
- Accumnulated
deprecistion - (46,1209 (45.892) {2%0.487) {44,933)  (51.8%9) (479.29D)
Net book amount 73,647 609,035 221,520 747,056 28,307 89,494 1,769,059

Year ended 3} June,

2005

Opening nel book

amount T3.647 609,035 221,520 T47,056 28.307 89,494 1,769,059

Additions - - 29,528 93316 %435 9,391 140,670

Disposals - - - - (5.595) - (3.395)
Depreciution charge - {13,103) (14,535} (118,.214) {6,507y (13,104) (165.463)
Closing net book

amouni 73,647 505,932 236,513 722,158 24,640 85,780  1,738.671]
AL 38 June, 2005

- Cost 73.647 655,155 296,940 1,130,859 76,080 150,744 2,383,425

- Accomulated

depreciation - {59,223) (60,427 (408.701) (51,44 (649631 (644754)
Net book umount 73,647 595,932 236,513 722,158 24,640 85,781 1,738,671

Year ended 30 Jane,

2006

Opening net book

anount 73.647 595,932 236,513 722,158 24,640 85,781 1,738.671
Additions - - - 44,719 17.285 ns 62,322
Disposals - - - - - - -
Deprecivtion chatge - (13,103} {15,88R) ({117,159 (15,358) {12,679y (174.187)
Closing nel book

amount 73,647 582,824 220,625 649718 26,567 73,420 1626806

At 30 June, 2006

- Cosl 73,647 655,155 296,940 1,175,578 93,365 135,061 2,445,746
- accamulisted
depreciation - {72.320) {76,315) {525 860) (66,798)  (77.641) (8i8.940)

Net book amount 73,647 582,829 220,625 649,718 26,567

3420 1,626806
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Note 13.  Non-current assets — Property plant and equipment (continued)
(m) Valuations of land aod buildings
The basis of valuation of land aird buitdings &s at cost and writien down value respectively. The most recent appruisal was at

10 July, 2006 and was based on independent assessments that valued the [and and building at between $1.100.000 and
$1,180,000.

(b) Non-current assets pledged as security

The Company hus not pledged any of its fon-curmrent assets as security.

Note 14.  Non-current assets - [ntangihle assets

Goodwill
At 1 Jufy, 2004
Cost 358,921
Accumulated amortisation end impainnent {65,802)
Net baok amount 293,119
Year ended 30 June, 2005
Opening net book amount 293,119
Impairment -
Closing net book amount 293,119
At 30 Jane, 2005
Cost 338921
Accumulated amortisation and impairment (65,802)
Net book amouni 293,119

Year ended 30 June, 2006
Opening, net book amount 293,119

Impairment charge (293,114

Closing net book amount

At 30 June, 2006

Cost 358.921
Accumulated smortisation and impairment (358,921)
Net book umoun -

Impairment test for goodwill
Goodwill is allocated to the Company’s manufacturing cash-generating anit operating in Ausiralia,

The recoverable amount of a Gl is based on valuc-in-use calculations. These caleulations use cash flow projections bused
on financial budgets approved by management. Cash inflows for the CGLU derive from the manufacturing contract with
Aussie Bodies (Al}) and accordingly the key asswnptions used for the value-in-use calcufutions are based on the terms of
the contract: a) 2 year term, by gross margin of 20%, ¢) no assamed growth rate and d) 209 discount rate. The discount rates
used are pre-iax and reflect specific risks relating to the munufacturing segment.

The value-in-use caleulations for the current yesr indicated that the recoverable amount of the unif is less than the camrying

amount of the unit. This impairment foss was allocated to eliminate the carrying amount of goodwill aflocated to the cash-
generuling unit. The recoverable amount of the unit supported the carrying value of the other assets of the unit.

Note 15,  Carrent liabilities - Accounts Payable

2006 2005

§ $
Trade payables 898,959 672.856
Sundry payubles and accruals 282961 251,808

1L181.920 924 664




Anadis Limited
Notes to the Financial Statements

30 June 2006
2006 205
$ s
Note 16.  Provisions
Current liabilitics
Employee henefits 53,239 41,891
Non-carrent liabilities
Employee benetits 60,120 22,898
Note 17. Current liabilities - Other
Income received in advance 151,325 125,000
Note 18.  Contributed equity
{a) Issued and Paid Up Capital
98,267,403 (20035: 92,563,403} ordinary shares fully paid 18,729,796 16,984,561
(§4)] Movements in ordinary share capitat
Date Details Notes Number of Issue L3
Shares Price
177104 Opening balunce 81663403 12,742,048
2177704 Share placement 800,000 0.39 312,600
Jor7i04 Share placement 1, 100,806 0.39 3.939.600
Share plucement costs . {8.487)
30/6/03 Balance 92,563,403 16,984,561
29/11/05 Option conversion {d) 50,600 (.24 12,000
29/11/05 Option conversion () 50000 (.27 13.500
9/12/05 Option conversion {d) 250,000 0.35 87,500
13/12/05 Cuncelled shares (e} (644,277} -
i/6/06 Option converston (&) 50,000 0.22 11.000
5/6/U06 Share placement (c) 3,448,276 0.28 960,949
5/6/06 Issue of share options {d) 39.081
5/6/06 Share placement (¢} 2.500,00) .28 700,000
5/6/06 Share placement costs - {78.763)
30/6/06 Balance 98,267,403 18,729,796
(c) Ordinary Shares

Ordinury shares entitte the hotder to participate in dividends and the proceeds on winding up of the company in
proportion to the number of and smount paid on the shares held,

On a show of hands cvery hotder of ordinary sharcs present at o meeting in person or by proxy, is entithed to one
vote. and upon a poll cuch share is entitled 1o one vote.

{d) Options

Information relating to details ot options issued, exercised und lupsed during the finuncial yewr and options
outstanding ut the end of the finuncial year, is set out in Note 26

In conjunction with the share placement, the Company issued 862,069 options 1o an investor. The fair value of the
options was determined 10 be $39,051 and wias recorded as edditionat share capitnl.,
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Note 18.  Contributed equity (continued)

(d)

Options {continued)

The fair valuc at grunt date is independently determined using a Black-Seholes option pricing model that takes
into account the exercise price, the term of the option, the impact of dilution, the share price at grunt date and
expected price volatility of the underfying share, the expected dividend vietd and the risk free interest rate for the
terin of the option.

The modet inputs for options granted during the year ended 30 June, 2006 include:

{a)
(b}
{c)
G}
(e)
©
]
(1

options are granted are for one yizar, and 100% vess and is exercisuble immediately,

exercise price is $0.38,

grant date was 4 June, 2006,

expiry date is 4 June, 2007,

share price at grant date: $0.26.

expected price volatility of the Company’s shares; 69.0%,
expecied dividend vield: nil,

risk-frec interest rate: 6.25%.

The expected price volatility is based on the historic volatility (based on the remaining life of the options),

adjusted for any expected changes to futare volatitity due to publicly available information.

(e)

Cuancelled Shares

Shares in the Company Lotatling 644,277, held in cscrow for an entity in which Mr. C. Graham s a related party,

were cancelled during the year due to the escrow conditions not being met.

Note 19.

()

(b}

()

Reserves
Sharc-bused pavments reserve

Movements:
Balance 1 Julvy
Option expenss
Balance 30 June

Accumuizted losses

Movements in accumudated losses were as follows:
Balance 1 July
Net loss for the vear
Balance 30 June

Nature and purpose of reserves

Share-based payments reserve
The share-bused payments reserve is used to recognise the Tair value of options issued but sot excreised.

Reserves and Accumulated losses

2006 2005
] S
78,205 43,260
43,260 .
34,945 43260
78,205 43.260

10,069,423 8,710,720

3,559,93) 1,338,703

13,629,354 10,069,423
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Note 20.  Key management personnel disclosures
(2) Directors
The following persons were directors of Anadis Limited during the financial year:

] Chuairman - non-executive
P Molyneux

(i) Executive dircctor
C Graham, Managing director end chief executive ofticer

(i) Non-executive directors
Dr £ Jenking

Professor R Robins-Browne

A. Nudel {uppointed 12 July, 2003)
R Zwolenski

(£} Other key management personnel
The following persons were the executives with the grestest suthority for the strategic direcrion and mumagement
of the Company during the financial year

Name Pusition

I Mears Operations Manager

Dr G Rawlin General Manager ~ Research and Development
$ Skorobognty General Manager - Commereiul

All of'the bove persons were also key mapagement persons during the year ended 30 June, 2005,

(e) Key management personnel compensation
2006 M5
$ $
Short-term employee benefits 1,032,203 838,647
Non-monttary benetits 3747 -
Post-employment benefits 205,199 168,720
1,241,150 1,007,367

The Compeny hus taken advantage of the relief provided by ASIC Class Order 06/03 and has transferred the
dettiled remuneration disclosures (o the Directors”™ Report. The relevant information can be found in seetion A-C
of the remuneration report on pages 33 to 38

(c) Equity instrument disclosures relating to key maosgement personnel

) Options provided ax remuneration and shares issued on exercise of such options

Details of options provided as remuncration and shares issued on the excreise of such options, logether with terms
and conditions of the options. can be found in section [) of the Remuneration Report on page 37.
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Nete 26.

Key management personnel disclosures (continued)

[{3] Equity instrument disclosures relating to key management personnel (continaed)

(it} Option

The number of options over ordinary shares in the Company held during the year by euch director of the Company
and ench of the executives, including personally related entities, are set out below.

holdings

2006

Nume Bulunce ut Granted Exercised Other Balunce at Vested and
the start of during the during the changes the end of the | excercisable m
the year year as year during the yeur the end of the

remuneration year year
{lupsed)

Directors

P’ Molyncux 350.000 [} 0 0 350,000 350,000

C Giruham 750,000 0 O 0 750,000 750.000

P Jenkins 250,000 [ {} 1] 250,000 250,000

A Nudel 0 i} ) 1) 1] 1}

R Robins- 250,060 4] 0 0 250,000 250,000

Browne

R Zwolenski 250,000 i {250,600y 0 i 0

Other key management personnel

F Meors 200,800 { 0 (204),014)) -

G Rawlin 200,000 {} 0 (200,000} - -

8 Skorobognty 200,000 0 0 (200.000) -

No options we vested and unexercisable ot the end of the veur.

2005

Name Balunce at Granted Exercised Other Balance at Vested and
the start of during the during the changes the end of the | exercisable m
the year year as year during the yedr the end of the

remuneration year year

Directiors

P Molyneux 350.004 0 0 0 350,060 350,000

C Grahamn 750.000 0 0 [0 730,000 750,000

PP Jenkins 250.000 0 0 0} 250,000 250,000

A Nudel 0 0 0 1] { {

R Robins- 250.000 0 1] 1] 250,000 250,000

Browne

R Zwolenski 250,008 0 0 [} 250,060 250,000

Other key management personnel

F Mears 200,000 0 0 0 200,000 200,000

G Rawlin 200,000 0 0 0 200,600 200,000

§ Skorobogaty 200,000 0 0 0 204,000 200,000

Mo options #re vested and unexercisable at the end of the year
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Note 20.  Key management personnel disclosures (continued)

(3] Eyuity ingirument disclosures relating to key management personnel (continoed)

{iiij Share holdings

The number of shares in the Company held (either directly, indirectty*® or beneficially) during the yewr by euch
director of the Company and other key munagement personael, including their personatfy related eneties®. ure sct
oul below.

2006
Name Balunce vt the start | Received during the | Other changes Bulance at the end

of the year year on the exercise | during the year of the year

of uplions

Directors
P Molyncux 250,000 ] 1} 250,100
C Graham 4,098,690 {) (644,277} 3454413
P Jenkins 4,055,000 { {1 (H).000}) 3,955,004
A Nudel & 1] 1} 12,043,850 12.043,850
R Robins-Browne 15.000 0 0 15,000
R Zwolenski 0 250,600 0 250,000
lixccutives
I° Mears i) 1 1]
G Rawlin 0 1] 1]
§ Skorobogoty 7,500 0 20,900 28,404
fiMr. Nudel was appointed 12 July, 2005
2005
Name Botunce at the start | Received during the | Other changes Bulance at the end

of the year yeur on the exercise | during the year of the year

ol options

Direciors
P Molyncux 250,000 0 ] 250.000
C {iraham 4,098,690 1] {) 4.098.690
P Jenkins 4,090,000 1] 35,000 4,055,014
R Robins-RBrowne 15.000 1] ) 15.000
R Zwolenski [0 0 {0 1]
i xceutives
I Mears 1) 0} 1] {)
G Rawlin 0 0 0} 0
S Skorobogaty 7.500 1] 1] 7.500)

* includes: spouses, relatives of the individoal, spouses of the relatives and uny entity under the joinl or severul
controf or significant influence of the individual, relatives of the individunl or spouses of the relatives.

() Loans to key management personnel.

There are no loans 1o any director or other key personneld, including their personally related parties (2005 - nil).
(i) Superannuation commitments

Al employees are entitfed to various [evels of benefits on retirement, disabiity or death. The superannuuation

plens wre aceumulation pluns. The Compuny contributes a percentuge of the directors fees and salories of
employees to the superannuetion plans.
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Note 20.  Key management personnel disclosures (continued)
()] Other transactions with key mansgement personmel

There are no other transactions with directors or other key munugement personnel except the following:

a A company controlied by Mr. Arie Nodel, who became o non-executive director on 12 July, 2005, was
paid consultaney lee during the year of $95.802 for providing investor relations services to the Company.
These services are provided on an ‘s aceds” basis and can be terminagted at any time without penulty, and

+  Shares in the Company totalling 644,277, held in escrow for an entity in which Mr. C. Grahuwn is a
refated party, were cancelled during the vear due to the escrow conditions not being met { Refer Note 18).

»  Shares in the Company towlling 100,006 held by parties related o Dr. P Jenkins were sold during the
yeur. (2005 — 35,000 shares)

Note 21. Remuneration of Auditors

20046 2608
$ s
During the year the following fees were paid of payablefor services
provided by the auditer of the Company:

ASSURRCE Serviees

Audit services
Fees paid to PricewaterhouseCoopers Austrulian firm:
Audil and review of financial reports and other audit work
under the Cosporations Ace 20071 55.644 33,

Total remuncration for auvdit services 55,644 53,

Other assurance services
Fees paid to PricewaterhouseCoopers Australian firm;
IFRS accounting services - 1,000

Total remuneration for other assurance services - 7 4K}

Total remuncration for assurance services 55644 62,250

The Company’s policy on the engagement of auditors is set out in the Corporate Governance Statement (ASX
Principle 4) in this Report.

Note 22 Commitments

Research commitments

The Company has entered into preements with certain rescarch
organisations for ongoing research, Under these agreements the
Coinpany is committed Lo providing, funds over future periods as
follows:

Within onc vear F00,000 73,000
Later thun one year but not more than (ive years - -
Later than five years - -
Research commitments nol recognised in the financial statements 100,000 75.008
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Note 23 Events occurring after balance sheet date

1. A distribution with Pharmaco Distibution Pty. Lid. of South Afifea has been signed on 24 July, 2006
appointing it exclusive distributor for Travelan across the African continent.
2, The Company successiully received approval {rom the government authorities for the commercial scale

use of the Anadis Enterovirnus-71 vaceing in cattle.

L

July, 2006,

The Cormpany signed 8 two vear 1ol] munufacturing agreement with Aussie Bodies Pry. Lid. effective 1

Note 24.  Reconciliation of net cash inflow from operating activities to loss

after income tax

Loss for the vear

Depreciation und amortisation

Impairment of goodwill

Change in operating assets & ligbilities:
(Increase) in inventories

Becrease/(Inerense) in debtors and prepaymnents
Increase in accounts pavable

Increase/{ Decrense} in other habilities
(Deerease} in borrowings

Increuse in oplion reserve

Increase in employee benefits provisions

Net eash (outflow) from operating retivities

Note 25. Earnings Per Share

(a) Bisic earnings per sharve

1.oss attributuble to the ordinary equity holders of the Company

(h) Diluted earnings per share
Loss sttributable to the ordinery equity holders of the Company

(e) Weitghted average number of shares used as the
denominator

Weighted avernge number of ordinery shares used as the
denominator in cafculating busic earnings per share

Weighted average number of ordinary shares und potential ordinary

shares ased as the denominator in caleulating diluted camings per
shure

2006 2008
5 )
(3,559,931} (1.358.703)
174,187 171,059
293,119 .
(3006.725) (486.671)
219,729 {360,76()
225,225 96,471
26,325 125,000
- {26,974)
34,945 43.260
80.600 41,519
(2.806,526) (1.755,79Y)
2006 2005
Cenls Cents
(3.84) (148}
(3.34) {1.48)
206 2005
Number Number
92.820.926 91,687,239
92,820,926 91,687,239

() Reconciliastion of earnings used in calcalating earnings per share
The numerntor used in caleubation of both Busic EPS und Diluied EPS is v loss of $3,559,931 (2005 - $1.358.703)

and there are no reconciling items to the loss from ordinary setivities before income tax expense.
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Note 25. Earnings Per Share (continued)

(e) Enformation concerning the classification of securities

Options

Options that have been grunied are considered 1o be potential ardinary shares, however their conversion to
ordinary shares does not increase the loss per share, as such the options are not dilutive and have not been
included in the determination of diluted camings per share. The options have not been included in the
determination of busic earnings per share. Details of options are set aut in Note 26.

Note 26 Share based payments

(a) Directors and employee option plans

Options are granted to directors under the Anadis Execuive Share Option Plan No. 1, which wus approved by
shareholders prior 1o listing in 1999, Options are pranted to staff, at the discretion of the Board, under the Anadis

Limited Employee Share Option Plan which wus approved by directors on 14 May, 2002,

Options are granted under the Plans for no consideration. Options can be grunted for up to a five year period with
a vesting date sct by the Board.

Options granted under ihe Plans carry no dividend or voting rights,
When exercisuble, each option is convertible into one ordinury share in Anadis Limited.
All options are issued with an exercise price set considerably in excess of the market price at the time of grant,

All options vestimmediately with the exception of thuse issued on 18 August, 2004 which vest on 18 August,
2006,

Set out below nre summaries of options granted under the plan:

Date Expiry Exercise Balance Granted Exercised | Expired Balance Exercisable
granted date price at start during during during at the at end of
of the the ycar the year the year end of the year
yesr the year
$ Number Numbher Number Number | Number | Number

Anadis Limited - 2006

1121 1/03 10/12/05 0353 250,000 - (250,000) - - -
31/5/02 31/5/06 (.50 700,00 - - (700.0040) - -
1141103 1111706 0.55 850,000 - - - 850,000 850,000
141 1403 14/11/06 (.55 750,006 - - - 750,000 750,000
18/8/04 16/8/08 0.62 250,000 - - - 250,000 -
Twal 2,800,004 - (250,000)  (700,000) 1,850,000 1,600,000
Weighted average exercise price $0.53 £0 $0.33 $0.50 $0.56 £0.55

Anadis Limited - 2005

1141 1403 10/12/05 035 250,000 - - - 250,000 250,000
31/5/02 31/5/06 (1.50 T, ()0 - - - 700,000 700,000
11711705 11711706 0.55 850,000 - - - B50,000 830,000
1471 1123 141 1/06 (.55 750,000 - - - 750,000 750,000
1878704 16:8/08 .62 - 300,000 - (50000} 250,000 -
Total 2,550,004) 300,044 - (50,000) 2,800,000 2,550,000
Weighted average exercise price $0.52 F0.62 50 062 $0.53 80.52

50,000 options were forfeited during the periods covered by the above tables.
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Note 26 Share based payments (continued)
(a) Direciors and employee option plans (continued)

The weighted averape share price at the date of exercise of the options exereised during the vear ended 30 June,
2006 was $0.44 (2008 - w/a).

The weighted averape remaining contractusl life of share options outstanding at the end of the period was 0.61
vears (2005 — 1.33 years).

Fair value of options granted

There were no oplions granted in the year end 30 June. 2006 however the assessed [air value at grunt date ol
options granted during (he year ended 30 Jung, 2005 was 20 cents. The Gair value at prant date is independemly
determined using a Black-Scholes option pricing model that wkes into uccount the ¢xercise price. the torm of the
option, the impact of dilution, the share price st gram date and expectsd price volutility of the underlying share,
the expected dividend yield and the risk free intercst rate for the tenn of the option.

‘The mode) inputs for options gramed during the year ended 30 June, 2000 include:

(a) options are gramnted for no consideration, have a three life for dircetors and a four year life for employues,
and 100% vests and is exercisuble immediatety for directors und two years for employees after the date
of gramt,

(b) exereise price: n/a (2005 - $0.62),

() grant date: nfa (2005 — 18 Auvgusy, 2004),

(d) expiry date: o/a (2005 — 16 August, 2008)

(&) shure price ot grant date: nfa (2005 — $0.42)

® expected price volutility of the Company”s shures: nfu (2005 — 69%)

{g) expected dividend vield: nif (2005 — nil)

(h) risk-free interest rute: nfa (2005 ~ 5.38%)

The expected price volatility is bused on the historie volatility (bused on the remaining life of the options).
adjusted for any expected changes to fiture volatlity due o publicly available information.

(b) Payments fo contractors

Irom time to time the Board has, on request of some contractors, issued options as pan of the payment for
services rendered. The terms of cach issue are subject 10 negotiation but in every case the exercise price is never
lower than the market price at the 1ime of issue.

Options granted under the Pluns carry no dividend or voting rights.

When exercisable, cach opiion is convenible into one ordinary share in Anadis Limited.

All options vest immediately.
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Notes to the Financial Statements
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Note 26 Share based payments (continued)

{b) Payments to contractors (continued)

Date Expiry Exercise | Balance | Granted | Exervised | Lxpired | Balance | Fxercisable

granied | date price at start during duaring during at the at end of
of the the vear | the year | theyear | end of the year
veur the year
Namher | Number | Namber | Number | Number | Nomber

Anadis Limited - 2006

3710402 15/8/03 .35 30,004 - - {5000} - -
330402 15/8/05 (.39 50,00¢ - - (50,000 - -
10712402 25/11/05 .24 58,000 - {50,0040) - - -
10/12/02  25/11/05 0.27 50,000 - (50,000} - - -
12/8/03 5/6/06 .22 50,000 - {50,000 . . -
12/8/03 5/6/06 0.25 50,000 - - (50,000} - -
30A10/03 18906 0.34 50,000 - - - S0.000 50,000
30710403 1359106 038 50,000 - - - 50,000 50,000
18/8/04 7407 0.41 50,060 - - - 50,000 30,000
18/8/04 774007 .46 50,000 - - - $0.000 30,000
14/12/04 11107 0,76 50,000 - - - 50,000 56.000
14/12/04 111407 0.83 56,000 - - - 50,000 50,0060
22/6/05 13408 0.56 56,004 - - . 50,000 50.000
22/6/05 1/3/08 0.63 50,000 - - - 50,(KH} 30,000
8/11/05 177108 0.53 - 50,000 - - 50,000 50,000
&/11/05 17708 0.60 - 50.000 - - 50,000 30,000
Tota 700,000 100,000 (150.000)  (150.000) 500,00 500,000
Weighted average exercise price 50.44 $0.57 30.24 $0.33 $0.35 $0.55

Anadis Limited - 2008

14/5/02 22/4105 (.40 200,000 - - £200.000) - .

14/5/02 2244405 0.45 200,000 - - £200,000) - -
31002 15/8/03 0.35 50,0080 - - - 50,000 30.000
31o0/02 15/8/05 0.39 50,000 - - - 50,000 30.000
10712702 25/11A05 0.24 50,000 - - . 50,000 30.000
10012702 25/11/05 0.27 50,000 - - - 50,000 50,000
12/803 56406 .22 50,000 - . . 50,000 53000
12/8/03 5/6/06 .25 50,000 - - - 50,000 50,000
30/16/03 1R/9/06 i1.34 50,006 - - - 50,000 50.000
30716403 18/9/06 0.38 50006 - - - 50,000 50,000
18/8/04 TH4NT (.41 - 50,000 - - 50,000 30,000
18/8/04 7407 .46 - 54,000 - - S0, 50,000
14712704 VILAY7 0.76 - 50,000 - - 50,000 50,000
14712404 111707 0.85 - 5(L000 - - 50,000 30,000
226105 13008 (.36 - 50,000 - - 50,800 30,000
22/6J05 173008 0.63 - 50,000 - - 50,600 30,000
Total 00,0460 300,004 . (400,000 FRLO0H 00,008
Weighted average exercise price $0.37 $0.61 50 $0.43 $0.44 $0.44

No options were torfeited during the periods covered by the above tbles

The weighted average share price at the dute of exereise of the options exercised the year ended 30 Jone, 2806 was
$0.35 (2005 ~ n/u)

The weighted average remaining contractual 1ife of share options outstanding at the end of the period was 1.20
vears (2005 - 1.35 years)
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Note 26  Share based payments (continued)
{h Payments to canfractors (continued)

Fair value of options gromted

The assessed fiir value at grant date of options granted during the yeur ended 30 June, 20606 was 8.9 cents (2005 -
15 cents). The thir value ot grant dute is independently determined using a Black-Scholes oplion pricing model
that takes into account the exercise price, the term of the option, the impact of dilution, the share price at grunt
date and expected price volatility of the underlying share, the expected dividend vield und the risk free interest
rate for the term of the option.

The model inputs for options granted during the vear ended 30 June, 2006 include:

{a) options are granted for comsultancy work, have a three year Jife. and 100% vests and is excreisable
immediutely.

(b) exercise prices ar¢ as set oul in the above ables for 2006 and 2005,

(3] grunt dates: are as set out in the shove whles for 2006 and 2005,

(d) expiry dates: are s set out in the ubove tables for 2006 and 2005,

(¢) share price at grant dote: $0.37 (2005 - 30.44)

H expected price volutility of the Company”s shures: 59.4% (2005 - 63%,)
) expected dividend yield: ni) (2005 - iy

(h) risk-free interest rate: 5.5% (2005 — $29%)

The expected price volatility is based on the historic volatility (bused on the remaining life of the options).
adjusted for any cxpected chunges to future votatility due to publicly available information.

(e) Expenses arising from share-based payment transactions.

Tolal expenses ansing from share-based puyment transactions recognised during the period were as follows:

2006 2008
$ $
Optiony issued wnder employee option plins 25,378 23.260
Options issue o comractors 9.567 20,000

34,945 43,260
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Note 27 Explanation of transition to Australian equivalents to IFRSs

m Recancilistion of equity reported under previons Australian Geeerally Accepted Accouniing
Principtes (AGAAP) to eguity under Australian equivalents to IFRSs (AIFRS)

() At the date of transition to AIFRS: 1 July, 2004

EQUITY
Shore capital
Accumulated losses
TOTAL EQUITY

{h) At the end of the st reporting pevind under previons AGAAP: 3 Junce, 2005

ASSETS
CURRENT ASSETS
Cash
Receivables
Held w muturity investiments
[nventories
Other nssels
TOTAL CURRENT ASSETS

NON-CURRENT ASSETS
Plan and equipment
Intangibles
TOTAL NON-CURRENT ASSETS

TOTAL ASSETS

LIABILITIES

CURRENT LIABILITIES
Acoounts pavable
Interest bearsiug liabilities
Provisions
Other

TOTAL CURRENT LIABILITIES

NON-CURRENT LIABILITILES
Provisions
TOTAL NON-CURRENT LIABILITIES

TOTAL LIABILITIES
NET ASSETS

EQUITY
Share capital
Reserves
Accumulated losses
TOTAL EQUITY

Noics Previous Effect of AIFRS
AGAAP trunsition to
AIFRS
$ $ s
12,742,048 - 12,742,048
(8,710,720) - {8,710,720)
4,031,328 - 4,031,328
Notes Previaus Effect of AIFRS
AGAAYP transition
to AIFRS
$ b} 5
178,660 - 178,660
967,985 - 967,985
3479217 - 3.479.217
1,288,980 - 1,288,980
126,219 - 126.219
6,041,061 - 6,041,063
1,738,671 - 1,738,671
{a) 275,173 17,946 293.119
2.003.844 17,946 2,031.790
R34 905 17,946 8,072,851
924,664 - 924,664
41,891 ; 41,891
125,000 - 125.000
1,091,555 - 1,091,555
22,898 - 22.898
22,898 - 22.898
1L114,433 - 1,144,453
06,940,452 17,940 6.938.398
16,984,561 - 16,984,561
{b) - 43,260 43,260
{8) (b (10,044,109) (25314} (10.069.423)
6,940,452 17,946 6.958.398
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Note 27 Explanation of transition to Australian equivalents to IFRSs

(continued)
(2) Reconciliation of loss for the year ended 30 June, 2005
Notes Previous Eilect of AIFRS
AGAAP transilion
1o AIFRS
b ) $
Revenue from continuing operations {c) 5,789,760 (687,375) 5,102,385
Other income {c) - 687,375 687,375
Row materials ased (3,065,039} - {3,065,63%)
Employee benefits expense {b) (1.915.260) (23.260) (1,938,520}
Deprecintion und amortisulion experses (a) (189,005) 17,946 £171,059)
Rorrowing costs £168) - (168)
Reseurch and development — external b} {T89.069) (20,000 {809.069)
Grant application costs (70,110} - (70.114)
Factory overheads (263.208) - {263,208)
Directors’ fees (189,387 - {189,287
Travel expenses (93.282) - {93.282)
Product promotion (377.696) - £377.690)
Export development costs {18.670) - (18.67()
Consultants (28.378) - (28.378)
Sharcholder relutions (96.270) - {96.270)
Corporate end administrative expenses (326.886) - {326,386}
Profit/ (loss) befare ineeme tux {1.633,268) (25.314) (1.65%.582)
Income tax benefit 299,879 - 299.879
Profit/ {loss) for the year attributahle to
members {1,333.389) (25.314) {1,358,703)
3 Reconcilistion of cash flow statement for the year ended 30 June, 2005.

The adoption of AIFRSy has not resulted in any mbterinl adjustments to the cash flow statement.

(€)] Notes to the reconciliations.

(a) Goodwill amortisztion

The Company sequired the ussets of Shannon Bioscience Pty, Ltd. On 22 November, 2000 and has tuken the

exemplion provided by AASB 1 10 not restate this acquisition us it ocewrred prior to 1y, 2004,

There hes been no effect on the date of (ransition,

There huve been no subsequent acquisitions.
Hnder AIFRS goodwill is not amortised,
The effect of this is:

(1) ALl July, 2004,

There has been no effect on the date of tansition.
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Note 27 Explanation of transition to Australian equivalents to IFRSs
(continued)

[E)] Notes to the reconciliations.{continued)

(a) Goodwill amortisation {continued)
(i} At 30 Jupe, 2005.
There has been an increase in intangible assets of $17,946 and u corresponding decrease in accumuluted losses.

(i) For the year ended 30 June 20035,
For the Company amortisation expense hus decreased by $17.946.

(h) Share based payments

Employees

Under AASE 2 share-based Payments from 1 July 2004 the Company is required to recognise asn expense tor
those oplions that were issued to employees under the Anudis Executive Share Plan No.l No 2 after 7 November
2002 but that had not vested by ) Janunry, 2005,

The effect of this is:

(b) At 1 July, 2004,
There has been no effect on the date of transition.

(i1 Ac30 June, 2005,
There has been an increase in accumulated losses of $23.260 and a corresponding increase in reserves.

(iii) For the year ended 30 June, 2005
There has been an increase in employee benelits expense of $23.260.

(76
|
|

Contractors

Under AASH 2 share-based Payments from | July 2004 the Company is required to recagnise an expense lor
those options thas were issucd to contractors (in relution to research and development) and vested after | January,
2045.

The eflect of this is:

G) At July, 2004.
There has been no effect on the date of runsition,

(1) At 30 June, 2003,
There has been an increase in accumulated tosses of $20,000 and a corresponding increase in reserves.

(iti) Forthe year ended 30 June, 2005
There his been an increase in rescarch and development expense of $20,000.

(e) Redlassificstion of other income

Under ATFRS Other Income includes grant income which is not  pant of the continuing operations of the business
is classified as Ghher income. This is in contrast to Australian GAAP treatment under which such items were
classilied is revenue.

The affect of this is:
(Y ALY July, 2004,
There has been no effect on the date of transition.
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Note 27 Explanation of transition to Australian equivalents to IFRSs
(continued)

(¢) Recelassification of uther income {continued)

(i) At 30 June, 2005
There has been no effect

(iii) For the year ended 30 June, 2005,
There has been a reclussification of $687,375 {rom Other income 10 Revenue

5 Effect of transition to AASE 132 Financial lostruments: Disclosore and Presentation and AASB
139 Financial Instrumenis: Recognilion and Measurement from 1 July 2008

The effect of transition to AASB 132 and AASB 139 at | July, 2005 hus not resulted in any materind adjustiments
to the financial statements.

Note 28.  Economic Dependency

Anudis Limited depends tor a significant volume of vevenue on Aussie Bodies Pty [id. During the year ended 30
Tune 2006, approximutely 77% (2005~ 83%} of the Company”s revenue from sale of goods was sourced from this
customer. On 7 August, 2006 the Company entered inlo 1 new two year contract with Aussie Bodies Piy Lid to
manulcture milk bused produets effective { July, 2006.

Note 29.  Related party transactions

Key management personnel
Disclosures reluting to key munugement personnel are set out in Notwe 20.

There are no other refated party trunsactions.



Anadis Limited
Directors’ Declaration

Directors’ Declaration for the year ended 34 June, 2006.
In the directors” opinion:

(2)  the linancial statements and notes set out on pages 30 to 77 are in aceordance with the Corporations
Aet 2001 including:
(iy complying with Accounting Standurds, te Corporations Regulations 2001 and other mandatory
professional reporting reguirements; and
(i} giving o true and fuir view of the Company’s financial position as at 30 June 2806 and of its
performance, s represented by the vesults of its operations, changes in equity and its cash flows,
for the fingncial year ended on that date: and
(b)  there sre reasonuble grounds to believe thut the Company will be able to pay its debts as and when
they become due and payable: and
(c)  the oudited remuneration disclosures set out on pages 33 to 47 of the Dircctors’ Report comply with
Accounting Standurds AASB 124 Related Partied Disclosures and the Corporations Regaulations
2001

The dhrectors have been given the declurutions by the chief executive ofticer und chief financiat officer

reguired by scotion 295A of the Corporations Act 2001,

This declaration is made in accordunce with o resolution of the directors.

e

P MOLYNEUX C GRAIAM
Direetor Director
Metboumne

12 September 2006.
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independent audit report to the members of SCUTHBANK VIC 3006
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Audit opinion Facsimie +61 2 8283 0069

In our opinion

1. the financiat repont of Anadis Limited:

& gives atrue and fair view, as required by the Corporations Ace 2004 in Australia, of the
financial position of Anadis Limited as atl 30 June 2006, and of its performance lor the
year ended on that dute,

* is presented in accordance with the Corperations Act 2001, Accounting Mandards and
other mandatory financial reporting requirements in Australia, and the Corparations
Regulations 2001 and :

2. the audited renumeration disciosures that are contained in pages 33 10 37 of the directors’ report
comply with Accounting Standard AASB 124 Relaed Party Disclosures (AASB 124) and Lhe
Corporations Regularions 2001,

This opinion must be read in conjunction with the Jollowing explanation of the significant
uncerainly regarding continuation as a going concern highlighled below and the rest of our audit
report,

Inherent Uncertainty Regarding Continuation as a Going Concern

Withoul qualification to the opinion expressed above, attention is drawn to the following matter. As
a resuft of the matters described in Note 1, there is significant uncertainty whether the Company
will be able (o continue as a going concern and Lherefore whether 3t will realise its asscts and
extinguish its liabilities in the normal course of business and at the amounts stated tn the financial
report.

Scope

The financial report, remuneration disclosures and directors® responsibility

The Mnancial report comprises the balance sheey, income statement, statement of changes in equity,
cash {low statement, accompanying notes to (he financial statements, and the directors’ declaration
for Anadis Limited (the company), for the vear ended 30 June 2006.

The company has disclosed information about the remuneration of directors and execuives
{remuneration disclosuresy as required by AASB 124, under the heading “remuneration repor” on
pages 610 10 of the dircetors’ report, as permitted by the Corporations Regulations 2001,

The ditectors of the company arc responsible for the preparation and true and lair presentation of
the financial report in accordance with the Corporations Act 2001. This includes responsibility for
the mainlenance of adequate accounting records and inlernal controls that are designed Lo prevent
and deteet fraud and error, and for Lthe accounting policies and accounting estimates inherent in the
financial report. The directors are also responsible for the remuneration disclosures contained in the
directors” report.

Liability timited by a schems approved under Professional Standards Legislaton
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Audit approach

We conducted an independent audit in order to express an opinion 10 the members of the company.
QOur audit was conducted in accordance with Australian Auditing Standards, in order to provide
reasonable assurance as to whether the financial report is free of material misstatement and the
remuneration disclosures comply with AASB 124 and the Corporarions Regulations 2001, The
nature of an audit is influenced by factors such as the use of professional judgement, selective
testing, the inherent limitations of internal controf, and the availability of persuasive rather than
conclusive evidence. Therefore, an audit cannot guarantee that all material misstatements have
been detected. For further explanation of an audit, visit our website

htip:/iwww SO/ ancialstatementagidil

We performed procedures to assess whether in all material respects the financial report prescnts
fairly, in accordance with the Corporarions Act 2000, Accounting Standards and other mandatory
financial reporting requirements in Australia, a view which is consistent with our understanding of
the company’'s financial position, and its performance as represcented by the results of its
operations, changes in equity and cash flows. We also performed procedures to assess whether the
remuneration disclosures comply with AASB 124 and the Corporaiions Regulations 2001,

We formed our audit opinion on the basis of these procedures, which included:

. exanining, on a test basis, information to provide evidence supporting the amounts and
disclosures in the financial report and remuneration disclosures, and

. assessing the appropriateness of the accounting policies and disclosures used and the

reasonableness of significant accounting estimates made by the directors.

Our procedures include reading the other information in the Annual Report to determine whether it
contains any matenial inconsistencies with the financial report.

While we considered the effectiveness of management’s internal comtrols over financial reporting

when determining the nature and extent of our procedures, our audif was not designed to provide
assurance on internal controls.

QOur audil did not involve an analysis of the prudence of business decisions made by directors or
management.

Independence

In conducting our audit, we followed applicable independence requirements of Australian
professional ethical pronouncements and the Corporations Acr 2004

PricewaterhouseCoopers
Anton Linschoten Melboume
Partner 12 September 2006




Anadis Limited
Additienal ASX Information
For the year ended 30 June 2006

Additiona! information required by the Austrulian Stock Exchange not shown elsewhere in this report s us follows.
‘The information was applicable 1 31 August, 2006,

a) $tatement of sharchaldings
Anulysis of numbers of equity security holders by size of holding

Class of equify secority

Shares Options
I = 1,000 77 -
04 - 5,000 468 -
3,001 - 10,000 360 .
10,001 - 100,000 788 ]
100,001 and over 124 5

1817 11

There were 177 holders of less thun o marketsble parcel of ordinary shares.
b) Equity security holders

Twenty largest quoted equily security holders

The names of the twenty largest holders of quoted equity securities are listed below:
Ordinary Shares

Nuntber held Percentage off
Issued Shares
Tutura Milk Industries Limnited 16, 160,000 10.28
Puracrofi Pry. Lid. 9,571,051 9.74
National Nominees Limited 3,301,207 336
HSBC Custody Nominees {Aust) Limited. 2.000,000 2.04
Mus. Ese Bebari 1,970,718 2.01
Equity Trustees Limited <Aunsirnlian New Horizons A/C> 1,864,921 190
USBC Custody Nominces {Aust) Limited. — (381 ECSA 1,431,767 146
Kobyboyn Pty. Limited 1,237,500 1.26
Puracroft Py, Ltd. 1,200,000 1,22
Pepelia Pty. Lud, <Gisbome Family Account> 1,153,163 117
Mr. Peter James Jenkins 1 140,000 1. 1e
Drill [nvestments Pey. Led, 1.01 1,008 1.03
Tartan Pines Pty. Lid <C Gruham & G Tritapepe> 1,000,000 1.02
8 C Driver & J L Driver <8C Driver Super Fund A/C> 922,500 .94
Westpae Custodian Nominees Limited 278,901 0.89
HSRC Custody Nominees {Aust} Limited. — G$CO ECA 867,069 0.88
First Guardian Capital Pty. Limited 716,767 0.73
Gingu Pry. lad. 710,802 0.72
Mr. Richard Wilson Darson 670,875 (1.69
KPL. Limited 656,000 0.67

42,410,241 4317

c) Voting rights

All ordinary shares carry one vole per share without restriction,



Anadis Limited
Additional ASX Infermation
For the year ended 30 June 2006

d) Uinguoted equity securities Number on issue  Number of
holders
Options issued to take up ordinary shares 3,212,069 11

*Number of unissued ordinury shures under the options.

Holders of 20% or inure of unquoted equity securities in the Company are set out below:

Nuomber held Percentage
Options issued 10 take up ordinary shares
HSBC Costody Nominees {Austealia) Limited — GSCO ECA £62,069 26.84
Mr. Conor Graham 750000 2338
¢) Substantial holders
Suobstantial holders in the Company are set oul below:

Number held Percentage

Ordinary Shares
Anudis Group 11.095,12] 11.29
Tutura Milk industries Limited 10,100,060 10.28
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